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NEW MODELS - TO INCREASE YOUR LC 


These new wide neck model Silex Glass Coffee 
Makers stimulate new interest — make extra 
sales. And every sale of a Saratoga Model 
pictured (which lists at $6.45 in the ivory trim 
without tray) adds an average of 97 KWH to 
your connected load. 


Other model Silex Glass Coffee Mekers, either 


THE SILEX COMPANY .- 


narrow or wide neck, retail at from $29 
models have Pyrex brand glass, and ha 
patented Silex spring tension filter which 
only method of securing clear, clean 
free from sediment and drugs. 

Whether you merchandise or not, you wil 
fit by the promotion of these new mode 


HARTFORD, CONNECTICUT 


Creators of the Glass Coffee Maker Industry 
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Ne. 324-B Barber Burner 


ARBER Conversion BURNERS 
Adaptable to Any Shape Furnace or Boiler 


Better Combustion—because only patented Barber Jets give cor- 
rectly balanced air-and-gas pre-mixture for complete combustion, and 
1900° flame temperature on atmospheric pressure. * Higher Effi- 
iency—because all Barber Units, for either round or oblong grates, 
are properly adjustable to fit the job, and to lay a perfectly con- 
rolled barrage of “scrubbing” flame action directly on walls of fire box. 


* Experience has convinced 
thousands of heating dealers 
and gas companies that Bar- 
ber Burners mean easier sales 
and more lasting satisfaction. 
Listed in A.G.A. Directory of 
Approved Appliances. Write 
for Catalog 38A on Conver- 
sion Burners, Appliance 


Burners, and Regulators. 
gu Installed in Square Type 
talled in Round Boiler Boiler 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


© BARBERS?7“SBURNERS~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Get the straight story on addressing 


Here’s a book that may prove an eye-opener to you. It discloses 
many facts you should know about modern, mechanical name 


FEETE FETE 








+“ 


and data writing—vital informa- 
tion which has probably never be- 
fore been brought to your atten- 
tion. Short, terse, to the point, it 
nevertheless covers every angle of 
comparative costs, speeds, flexi- 
bility, etc., of existing methods. 
Executives are invited to ask for a 
copy—no obligation. 


THE ELLIOTT ADDRESSING MACHINE 
COMPANY 


157 Albany Street Cambridge, Mass. 





National Utilities Company of Michigan, Benton Harbor. 
Addressing 20,000 Electric and Gas Bills monthly. 
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Pages with the Editors 


W: have heard of a great many ways of 
measuring the build-up and downfall 
and other variations in the fortunes of indus- 
trial enterprise, from the scientific Dow-Jones 
formula to the telephone installation index. 
But we were intrigued by the forthright 
method recently suggested by the impish New 
Yorker for gauging what is happening to the 
railroads. 


THE editors of that publication merely took 
a copy of the “Official Guide to the Railways 
and Steam Navigation Lines of the United 
States” (which prints the time tables, freight 
and passenger, of all the railroads and steam 
boats on the North American continent) and 
put it on the scales. The current issue weighs 
three pounds and two ounces, whereas ten 
years ago the Guide weighed four pounds. 


WE have some doubt whether this simple 
method could be used to estimate anything 
very significant about other forms of utility 
businesses. We looked over a number of 
standard directories for the electric and transit 
companies (McGraw-Hill), gas companies 
(Brown’s), and telephone companies (Teleph- 
ony); and year in, year out, during the last 


Fd 
GEORGE E, DOYING 


The St. Lawrence proposal still faces a red 
light in Washington. 


(SEE Pace 135) 
FEB. 1, 1940 


HAROLD DINGMAN 


Ottawa is flashing the green light for the Si. 
Lawrence project. 


(SEE Pace 131) 


decade they seemed to weigh just about the 
same. This would seem to give a superficial 
impression of a static condition which has no 
foundation in fact. All this proves very little 
except, perhaps, that changes in utility net rev- 
enues do not necessarily denote changes in nor 
amplification of rate schedules, and vice versa. 


¥ 


| Gr iaions if the proponents of simplified uni- 
form rate schedules for gas and electric 
utilities are right in their contention that their 


program would bring in new business, we 
might witness the paradox of such utility in- 
dustrial directories growing somewhat smaller 
in proportion to increasing activity of the gen- 
eral enterprise. 


YET, we know from experience that the use- 
ful information compiled in such publications 
very often results in unexpected advantages. 
For example, it was an editor of the Official 
Guide, etc., the late William F. Allen, who in 
1883 advanced the happy and sweeping notion 
of dividing the country into four time zones 
which simplified the life of a nation. If it had 
not been for that, the nation would most likely 





eS cial 


FOR SAFETY, DEPENDABILITY AND ECONOMY SPECIFY 
JaL SEAMLESS IN YOUR POWER PIPING INSTALLATIONS 





‘ith J&L Seamless Pipe carrying the load, you are sure of the utmost 

safety. There can be no failure at or near a weld... for there are no 
elds... no weak spots. 

Installations in power and manufacturing plants all over the country 
re proving the merits of J & L Seamless. The piercing and rolling process 
by which Jones & Laughlin manufactures Seamless Pipe literally rolls 
xtra life and extra strength into every length of J & L Seamless. 

Gain the extra advantages .. . the longer life... the greater safety... 
hat J&L Seamless Pipe gives you. 


ive (q Make your maintenance dollar go farther. Specify Jones & Laughlin 
their 
, we 
y in- 


eamless Pipe for all your power and process needs. Write for a copy of 


aller (Ur pipe handbook SP4. 

gen- 

we PONES & LAUGHLIN STEELCoRPoRATION [8.1 eee 
tions 

aut AMERICAN IRON AND STEEL WORKS ; STEEL 


ho ia PITTSBURGH, PENNSYLVANIA 


oes SL — PARTNER IN PROGRESS TO AMERICAN INDUSTR 
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8 PAGES WITH THE EDITORS (Continued) 


have gone crdzy trying to figure out time 
schedules, in view of the fact that about 50 
railroads were using their own special time 
when the time zones were adopted. Likewise, 
it was the very compilation of the 57 and more 
varieties of rate schedules in utility directories 
of a decade ago that brought attention to the 
need for more simplified and uniform rate 
practice. 


S1nceE then, of course, the ICC has taken 
over control of the clock by which our trains 
arrive and depart. And the FPC has assumed 
the laboring oar in bringing the other utility 
rate schedules more and more into line with 
each other. But we should not forget the 
ground-breaking work of the industrial direc- 
tories in these important steps toward a more 
orderly development of our public service. 


WE pass this idea along for what it is worth 
to the able junior Senator from Virginia, 
Harry Flood Byrd, who, we understand, is in- 
terested in bringing some order out of the 
quasi chaos which now exists among a number 
of overlapping, duplicating, and sometimes 
pretty near fist-fighting administrative tri- 
bunals of the Federal government. A casual 
inspection of the “United States Government 
Manual” is almost unnerving in its implica- 
tions along this line. 


¥ 


A this writing the St. Lawrence seaway- 


power project has reared its controversial 
head once more on at least three horizons: Ot- 
tawa, Washington, and Albany. We note with 
some uncertainty the latest variety of argu- 
ments being advanced at all three points for 
the adoption of this ambitious program to 
make the Great Lakes an inland sea and turn 


M. R. KYNASTON 


Inspection of domestic wiring may show how 
rate reductions can begin at home. 


(SEE Pace 142) 
FEB. 1, 1940 
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CHESTER MERRILL WITHINGTON 


The electric business is among the foremost | 
purveyors of the more abundant life in the 
United States. 


(SEE Pace 149) 


the International Rapids into an international 
power house. In Canada the St. Lawrence 
project is being sold under a label that it is 
designed to aid the British Empire in its war 
on Germany. In Washington we have heard 
the suggestion that the St. Lawrence project 
will buttress our national defense and by im- 
plication enable us to keep out of war with 
Germany or anybody else. In New York Gov- 
ernor Lehman, in his recent message to the 
state legislature, implied that a reversion to Al 
Smith’s almost forgotten formula of public 
power production, plus private power distribu- 
tion, might mean mutual advantages for both 
the utilities and their consumers. Therefore, 
we have been assembling a St. Lawrence 
series. 


In this issue of the ForTNIGHTLY we present 
twin articles dealing with the Ottawa and 
Washington viewpoint, respectively. The 
former was written by Haroitp DINcMan, 
parliamentary correspondent for the Toronto 
Globe and Mail in the press gallery of the 
House of Commons at Ottawa. The Washing- 
ton angle is handled by Georce E. Doyine, 
editor of PUR Executive Information Service. 
M. R. Kynaston, of Washington, D. C., and 
CHESTER MERRILL WITHINGTON, of New York 
city, whose articles dealing with the electric 
power industry appear on pages 142 and 149, 
respectively, are both investment specialists of 
considerable experience. 


THE next number of this magazine will be 
out February 15th. 


Ihe Chiles 





ebruary 1, 1940 Public Utilities Fortnightly 





How The Kolect-a-Matic Ledger 
Slashes LAZY DOLLARS 


From Merchandise Accounts P 


A NEW BOOKKEEPING 
PRINCIPLE THAT SPEEDS UP 
ACCOUNTS RECEIVABLE 





TURNOVER Af 
C 
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Your profit on merchandise sales is 
pretty much dependent upon the mer- 
chandising cycle. The faster the circuit 
from cash to inventory to accounts re- 
ceivable to cash the more rapid the 
tumover of your investment. And the 
greater your profit! 


It follows that executive attention must 
center now on proven ways to speed 
up this trip from cash to cash. 


Here is the most successful way ever 


| devised. It puts responsibility for col- 


lections where it should go — right on 
the record that takes the entries of pay- 
ments on account — right on the led- 
ger. It is the most significant contribu- 
tion to bookkeeping procedure since 
the invention of the accounting ma- 
chine. 


ee 1c 
ecT-AMAT 
A PRODUCT OF 


BUFFALO 






Remington Rand Inc. 


Branches Everywhere 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


The Kolect-a-Matic Visible Ledger ages 
accounts for instant analysis. It flashes 
existence of delinquency the moment 
it develops. It tells you immediately 
the extent of past due payments and in- 
dicates the action to be taken. It may 
be posted by hand or by machine. 


No other ledger can do all these things 
for you. Until you know the application 
of Kolect-a-Matic visible signaling to 
your accounts receivable, both open 
book and installment, you are, frankly, 
unfamiliar with the finest tool available 
now to modern bookkeeping. 


Bring yourself up to date. Get the facts 
about the Kolect-a-Matic Ledger. A 
‘phone call to our nearest branch will 
bring you lavishly illustrated literature. 
Or if you prefer, write Remington Rand 
Inc., 465 Washington St., Buffalo, N. Y. 





NEW YORK 













In This Issue 


e 


In Feature Articles 


The Ottawa viewpoint of St. Lawrence pro- 
posal, 131 


Ontario—Canada’s major industrial province, 
132 


ae 


Quebec industry, 134. 


Washington viewpoint of St. Lawrence pro- 
posal, 135. 


Canada’s long-range program, 137. 

Senate vote on St. Lawrence waterway, 139. 
New lamps for old, 142. 

Artistry in electric lighting, 143. 

Interior lighting, 145. 

Outlet installations, 147. 


How electric industry enriches American life, 


Growth of American industry, 150, 


Wire and wireless communication, 154. 
& 


In Financial News 
The Associated Gas bankruptcy, 158. 


Consumers Power Case raises issue of capital 
set-up, 160 


— set-up of leading operating companies, 
161. 


New financing slows down, 162. 
Corporate news, 162. 
Chart, 163. 


In What Others Think 
Taxation versus regulation as a factor in 
utility rate making, 164. 
Is Federal action vital to economic freedom, 


Need for flexibility in utility rate making, 168. 
TVA annual report and its kickback, 170, 


5 
In The March of Events 


TVA plan sent Congress, 175. 
President’s budget message, 175. 
FPC amends regulations, 176. 
Ickes associate named, 176. 

St. Lawrence plan revived, 176. 
News throughout the states, 176. 


¥ 
In The Latest Utility Rulings 


Bond issue disapproved where common stock 
issue found feasible, 185. 


Premium call rate on bonds raised to increase 
marketability, 186. 


Kansas commission order fixing minimum 
rates for contract carriers sustained, 186. 

Missouri city again fails to oust electric com- 
pany, 187 


Reorganization plan disapproved for lack of 
commission power, 187, 


Overheads erroneously charged to operation 
transferred to capital account, 188. 


Adequate service at reasonable rates necessary 
to preserve monopoly, 189. 


Miscellaneous rulings, 189. 





PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 129-192, from 31 PUR(NS) 


FEB. 1, 1940 


10 





February 1, 1940 Public Utilities Fortnightly 





Lowest Cost? ... NO! 
Highest Quality? 
emphatically YES! 


or in 
>dom, The Vulcan Automatic Valve Operat- RETAIL 
ing Head is an advanced development 
1 for the high and ever increasing higher 
5» 168. pressure and temperature conditions 


10), encountered in modern steam plants. Ss Oo Oo T a L Oo we z R g 


Simplicity is the keynote in design and 
construction. A piston valve steam 
actuated thru a pilot valve provides 


. positive operation—makes Vulcan mat : : . . ° 
petemsate Meads Uhh Gaunaiaa’ wie are built with but one object—to provide industry 


ahead in Soot Blower Design in the re F P £ D : — 
pant 15 years. with the highest quality equipment of this type it is 


possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 


Vulcan installations are soundly designed, individually 








ngs eS ‘ ‘ ° : 
J ie designed to do. their work efficiently and economically — 
stock 
go Zi to cut fuel costs and provide real savings 
-rease = , o 
VULCAN VALVE ASSEMBLY in steam production. 
imum 
, 186. 
pan Vulcan Valves of completely corrosion 
resistant materials and stainless steels 
are designed for immediate accessi- 
ck of bility; they are so successfully de From the desks of design and tayout 
tigned that of thousands in use no engineers to drafting room to factory 
3 valve of this type has ever failed in craftsmen and to field service, Vulcan 
ration tervice. Vulcan construction permits personnel takes pride in providing a per- 
a ene rene pres sonalized installation, built co exacting 
>ssary * ee eee standards for long service and economical 


to break—no opening or closing against 
steam pressure—no regrinding of operation—backed by a record of lowest 
valves is ever required—valve packing maintenance. Ask the Vulcan Engineer 
aber pao = Vulcan peg rote representative why Vulcan must build 
iene Reneests withits tnar Claiinnaad to highest standards only. 

warpage of elements. , VULCAN VALVE DETAIL 





Vulcan Soot Blower Corporation * Dubois, Pa. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














EpitorRIAL STATEMENT 
Forbes. 


FLoyp W. Parsons 
Editorial director, Gas Age. 


Conrap N. LAUER 
President, The Philadelphia Gas 
Works Company. 


EpiItoRIAL STATEMENT 
Railway Age. 


Harotp L. Ickes 
U. S. Secretary of the Interior. 


EpbItoRIAL STATEMENT 
Gas. 


Pau. G. HorrMAN 
President, Studebaker 
Corporation. 


JeroME N. FRANK 
Chairman, Securities and Exchange 
Commission. 


Joun M. CarmMopy 
Administrator, Federal Works 
Agency. 


JoserpH B. EASTMAN 
Chairman, Interstate Commerce 
Commission. 


FEB. 1, 1940 


Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“TNEC: Try Not Endanger Confidence.” 


5 


‘,.. in the gas industry there appears to be a minimum 
of stupidity and fear.” 


‘ 


¥ 


“It is my firm belief that the securities of the gas in- 
dustry are growing in favor.” 


¥ 


“ 


. our railways approached the 1914-1918 war crisis 
in far better shape than they are in today.” 


* 


“Whether we like to admit it or not, we—the nation as 
a whole—cannot afford to let any major industry, no 
matter how much it wants to do so, bankrupt itself.” 


¥ 


“, . in 1938—in the face of Washington’s rural elec- 
trification program—the bottled gas industry had almost 
half as many installations as the electric industry!” 


¥ 


“There is no prospect of a blackout of freedom in 
America, but there is, however, danger of a fadeout as a 
result of certain pressures which threaten free enterprise.” 


¥ 


“Our aim is and must be this: A secure profit system 
under a secure democracy. And co6peration between gov- 
ernment and business can achieve—and is achieving—that 
BESWIE sia. 5 


¥ 


“ ... there are few of your [Nebraska’s] citizens 
who have not been convinced, either by Senator Norris or 
by nature, of the necessity for the proper conservation and 
use of your waters.” 


¥ 


“It would be more economical for the government not 
to construct and maintain the waterways, but instead to 
use an equivalent amount of money as a subsidy to the 
railroads in exchange for lower rates.” 


12 
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Burroughs 
FANFOLD MACHINE 


SEE FOR YOURSELF—Ask for a demonstration 
on your own work. Compare it, feature by feature, 
with any fanfold machine that you have ever seen. 


aa 
‘ 


Carbons Shift Automatically 


Carriage Opens Automatically 


Completed Forms are Released 
Automatically 


New Forms Lock Into Place 
Automatically 
e 


Carriage Closes Automatically 


Reverse tabulation, carriage 
return and spacing-up are con- 
trolled electrically by one key! 


BURROUGHS ADDING MACHINE COMPANY - DETROIT, MICHIGAN 
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“Upon business men falls the obligation to defend free 
enterprise from further crippling restrictions.” 


¥ 


“There has been no indication that government wishes 
to own and operate all the utilities of this country,” 


¥ 


“The lawyer population of the United States is increas. 
ing nearly twice as fast as the rest of our population,” 
pop 


¥ 


“Elimination of unnecessary relief costs is vital to the 
preservation of the character of the American people.” 


5 


“Tn 1940 we shall make rapid progress in our economic 
education. We shall choose a President not only over our 
politics, but also over our economics.” 


¥ 


“The public cannot be blamed for accepting something 
for nothing as was the case with the TVA... But the 
public in the nation, I believe, will refuse to subsidize 
losing Federal projects in any favored section.” 


¥ 


“I believe the capitalistic order can work under 
democracy. Government and private enterprise must 
work in harmony. Men need not surrender their birth- 
right for a mess of Communistic or Fascist pottage.” 


¥ 


“Those who use the inland waterways and the highways 
for the transportation of their freight are in the last 
analysis imposing upon the taxpayers a part of the cost 
of transportation service for their own individual benefit.” 


¥ 


“Democracy is waging a battle within itself against the 
forces of centralization which, in the name of efficiency or 
benevolence, are cutting the ground of government from 
under the citizens and placing it in the national capitol.” 


¥ 


“If the power developed, as proposed by the Tennessee 
Valley Authority in its unified system, is sold to cities 
situated like Cincinnati, Louisville, and Atlanta, and if it 
should prove that this power is needed in time of war, 
when mass power is absolutely necessary for mass pro- 
duction, we will find ourselves building steam plants be- 
cause the power on the Tennessee river will not be avail- 
able.” 
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PRESENTING 


DODGE 4.22 TRUCKS 


"fob-Ratec, MEANS: A Truck 
That Fits YOUR Job / Here's Why ! 


DODGE TRUCK 2 TRUCK 3 


ONE SURE WAY OF GETTING 
A TRUCK TO FIT YOUR JOB 


WHEN YOU BUY a new 1940 Dodge truck 
you get a Job-Rated truck! You can get 
a truck that fits your particular hauling 
needs. Each Dodge Job-Rated truck is 
designed and built throughout for durable, 
long-life operation. From engine to rear 
axle each Dodge Job-Rated truck is engi- 
neered and sized right to deliver top per- 
formance with economy. Your next truck 


can be the best truck you ever owned... 
more dependable, more economical... the 
source of hauling profits... a truck that 


fits your job! AN 
eS 


Prices shown are for -ton chassis with flat face cowl de- 
livered at Main Factory, federal taxes included—state and 
local taxes extra. Prices subject to change without notice. 
Figures used in the above chart are based on published dota. 


GET THIS BOOKLET—IT’S FREE! 
Ask your Dodge dealer for it, or 
write to Dodge Division, Chrysler 
Corporation, Detroit, Michigan 





0 ENGINES 


Each Dodge truck is powered right—with 
an engine specifically engineered for the 
truck in which it is installed. 


O REAR AXLES 


In 14-ton to 3-ton capacities, eight differ- 
ent rear axles are used, each sized for 
the truck and the load it will haul. 


DEPEND ON DODGE 


Q cLuTcHes 


Each Dodge Job-Rated truck clutch is extra 
big—extra strong—built to last because it’s 
sized to match the job. 


20 FRAMES 


One of 20 frames gives durable strength to 
each Job-Rated truck—assuring the right 
foundation for its rated load. 


¢} TRANSMISSIONS 


Dodge trucks have 3-speed, 4-speed, or 5- 
speed transmissions according to the power 
and size of the truck. All rate for the job. 


g) SPRING Combinations 


Dodge springs ‘‘stand up to the load” 
because each Job-Rated truck has correctly 
sized and designed springs. 


DODGE 


-Reled TRUCKS 


96 STANDARD CHASSIS AND BODY MODELS ON 17 WHEELBASES 


PRICED WITH THE LOWEST FOR EVERY CAPACITY 


3-2-1¥2-1-%-%e- TON CAPACITIES 
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Minimize DRY CLEAN AiR 


Maintenance Costs 


le 


on All Compressed Air 
Operated Equipment 
With 


ARIDIFIERS/ 


Up to 48% of your air operated 
equipment maintenance costs are 
due to moisture, oil or dirt in your 

air lines. Rapid tool wear, freezing, 
sticky valves, corroding and pitting 

of rings, pistons and operating 
parts—plus the need for daily clean- wer pitty 

ioe a ‘ ing—can all be avoided by putting AIR ‘ 
Dene ae ENN an ARIDIFIER on every air and Send for — Engineeri 
———~ see 7 eh ne gas line to INSURE DRY, Bulletin No. 939 for ¢ 
CLEAN AIR AND GAS. ering nn we 


erating details, 


ARIDIFIERS are easy to install, FREE TRIAL OFFER 
operate at no back pressure, have W® Will gladly send 
= : an ARIDIFIE i 
no rapidly wearing parts, need no days free rte 
maintenance and return their cost you can see for yours 
in a few months time. Ruggedly how quickly and om 
built in sizes from 3/8” to 10” for Piletely it will cut yp 


i air tool maintenance cos 
years of service. Write for details. ™ 


LOGAN ENGINEERING CO. 


4909 Lawrence Ave., Chicago, IIl., Offices in Principal Citi 


(YAE ARIDIFIER 


Dries and Cleans Compressed Air 





J a RENES: 


ay 1/77 
i eae 3 ee 


USE RelE cenrrauzeo SERVICE 


Use R.& I.E. centralized Service for the 
whole job -—— complete substation design 
and equipment. There is a big advantage 


in putting the entire problem under one 








responsibility. 


ECONOMICAL 
LINE CLEARING 


by Grained Men 
and bried Methods 


In R. & I. E., the Public Utilities have 
found engineering ability to cope with 
every outdoor and indoor switching prob- 
lem. Here are complete design and manu- 


facturing facilities under one roof. 


F the 1 t to the lines, R. & I. E. 
wen ee TREE EXPERT COMPANY 


offers the benefit of twenty-five years ex- 
perience. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 


Sales offices in principal cities 


Home Office JENKINTOWN, PA. Ogontz 3750 








Chicago, Illinois 
Randolph 7100 


Binghamton,N.Y 
Binghamton 4-5314 





Columbus, Ohio |} 
Adams 5432 


Alexandria, Va. 
Alexandria 3581 


Write for our illustrated booklet: 
“"‘LINE CLEARING” 


——— 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





sbruary 1, 1940 Public Utilities Fortnightly 


* So simple, quick and 
A convenient in operation 
as literally to out-mode 


all other typewriters... 


Only Royal has it! 





BY EVERY COMPARISON, 
the New Easy-Writing Royal is 
the most modern of typewriters. 
It includes every worth-while 
improvement to make typing 
easier, faster and more accurate. 
The operator finds that it helps 


THE OLD, HARD WAY her to produce more with less 


is a burden to the typist. effort. The executive notes a 
It requires awkward, an- MAGIC MARGIN, the 


neying epecatioan Shun sharp reduction in typing and typist merely touches a 
ever she “sets a margin.” maintenance costs. Give Royal tiny lever, positions the 
It is a time- and effort- carriage and — presto — 
consumer — hard on the margin is set the 
finger-tips and eyes. office . . . Compare the Work! quick, automatic way! 


= 


. . AND NOW, WITH 


THE DESK TEST. In your own 


*Trade-mark Reg. U. 8. Pat. Off. 


we are 
‘NO. 1 TYPEWRITER 


eae Bee ase rs 
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STANDARD 
on the niu 
INTERCHANGEABLE 
to ft your otd. 


Yad 
DISC METERS 





wr let the measuring chamber—a very accu- 
rately machined piece of mechanism — take 
any wear which can possibly be avoided? In new 
Trident meters, the problem of wear caused by the 
action of the thrust roller has been solved, simply 
and efficiently, with a thrust roller bearing plate. 


NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 


in CHICAGO, SAN ALLAS, KANSAS CITY 


a 
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The economical 











thickness of insula- 
tion is that for which 








the combined yearly 
cost of insulation 








and heat loss is at a 
minimum. 
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Economical 
/ Thickness 
ae 
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,* Amortized 
™ Cost of 
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Insulation 


Cost per Year 








Cost of 
Heat Loss 












































Thickness of Insulation 











Make sure all your equipment is insulated with the 


correct materials in the one correct thickness that combines 








maximum operating efficiency with minimum heat waste 


HETHER OR NOT your insula- 

tion is a paying investment 

depends entirely on the mate- 
rials used and the amount applied. Too 
much insulation will never pay an 
adequate return... too little results 
in heat losses that build up excessive 
fuel bills. Proper insulation, properly 
applied, will avoid both these costly 
mistakes. And that’s where the J-M 
Insulation-Engineering Service can 
help you. 


Let a J-M Engineer go through your 
plant and make a thorough study of 
your requirements. He’ll give you the 
benefits of Johns-Manville’s 81 years’ 


research and practical experience with 
insulation problems. He can tell you 
exactly how much insulation you can 
profitably use... and his recommen- 
dations will point the way to worth- 
while reductions in your fuel costs. 
This helpful service has saved thou- 
sands of dollars for many individual 
steam plants. There’s a good chance a 
J-M Engineer can do the same for you. 
For full details on the J-M Insulation- 
Engineering Service and information 
on the complete line of J-M Insula- 
tions, just write Johns-Manville, 22 
East 40th Street, New York, N. Y. 


ss MJohns-Manville INDUSTRIAL INSULATIONS 


FOR EVERY TEMPERATURE... FOR EVERY SERVICE CONDITION 





Public Utilities Fortnightly February 1, 194 


ee, 





ee 
to care for important records? 


Some ledger papers are like Suzy Droop! They try hard 
and they don’t ask much pay — but they’re no bargain! 

Forms and records on inadequate paper take a heavy 
toll in errors, delays and general dissatisfaction. They can 
hamper the efficiency of an entire record keeping system. 

WAVERLY LEDGER is made by Weston, the ledger 
paper specialists, for all important and much-used records, 
forms and loose leaf sheets. 85% rag content makes it 
stand up under constant handling and a perfectly finished 
surface keeps entries crisp, clean and easy to read. Insist 
on WAVERLY LEDGER when you place your next form 


WESTON’S PAPERS 
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Sangamo Meters 
in eq? and “— 


Mountings 


Sangamo modern me- 
ters, whether singlephase 
watthour meters—com- 


bination singlephase watthour meters and time- 


Is 


switches, with either single or two-rate regis- 
ters—or two-element watthour meters—all are 
designed for modern "A" and "S" mountings. 


is Modern Meters bor Modern Loads! 


cy Ace -W kode 1 ome a hommmonoy 1 -W, Bf 





Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


KN analysis of the nature, extent, and problems of 
public utility regulation in the United States, 
ith emphasis upon the expanding role of the Federal 
povernment in the regulation of public utilities, its 
tivities in undertaking power projects and pro- 
oting rural electrification, and the issues involved 
governmental ownerships. The well-rounded treat- 
¢- ent and critical viewpoint will be of aid to all who 
te interested in evaluating the present status of 
ublic utility regulation, its strengths, weaknesses, and 
gnificance for privately-owned industry. 


Order from 


unsey Bidg. Washington, D. C. 





) Public Utilities Reports, Inc. 





SPRINGFIELD, ILLINOIS 








DAVEY TREE TRIMMING SERVICE 


= 


JOHN DAVEY 
Founder of Tree Surgery 


Davey Men Are— 
@ Satisfied Workers 

@ Well Paid 

@ Specially Trained 


e@ Eager to Serve 


‘Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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P. U. R. DIGEST 


CUMULATIVE 





A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
aan ene United — — Courts nee 
COVERING United States District Courts ALPHABETICAL 

FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions Dy 

geese os State Regulatory Commissions A GREAT REVIEW 
Insular and Territorial Regu- 
THE LAW 


latory Commissions A GREAT SERVICE 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, ING. 


Tenth Floor, Munsey Building, Washington, D. C. 
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TRUCK BUYERS 
NOW TRUCK VALUES 


om 


NR 


.. and when the truck buyers of the nation purchase 
ore Chevrolets than any other make —that means 


: “It pays to buy Chevrolets!” 
| 


“Best Haulers—Best Savers—Best Sellers’’ 

the entire truck field. That’s Chevrolet 
rucks! And the fact that they’re the “‘best 
ellers”’—the fact that truck users buy more 
hevrolet trucks than any other make—is 
onclusive proof that Chevrolets give better 
aulage service at lower cost! Truck users 
now that Chevrolet’s extra-sturdy truck 
hassis and extra-sturdy truck units through- 
ut mean greater endurance and longer life! 


Truck users know that Chevrolet’s famous 
Valve-in-Head Six-Cylinder Truck Engine 
gives the maximum pulling power at the 
minimum cost! And truck users know that 
the nation’s preference for Chevrolets is the 
buyer’s guarantee of their greater dollar value. 
Take the doubt out of truck buying this year 
—profit by the combined experience of the 
truck buyers of the nation—choose Chevrolet 
trucks! Your Chevrolet dealer will be glad to 
give you a thorough demonstration—today! 


CHEVROLET MOTOR DIVISION « General Motors Sales Corporation « DETROIT, MICHIGAN 


CHEVROLET TRUCKS 


4 
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FOR APPLICATION TO EMCO HIGH PRESSURE 
BALANCED VALVE REGULATORS ... 


Provides: 


@ IMPROVED PERFORMAN( 
@ GREATER FLEXIBILITY 
@ HIGHER ACCURACY 

@ INCREASED SENSITIVITY 


IN PRESSURE REGULATIO 


) INSTRUMENT ACCURACY ComMBINED Wit 
FIELD RUGGEDNESS! 

Bulletin 1055 com. he elimination of the bleed gas to atmos 
plotey describes the phere combined with an instrument sens 
oP ri cath aur cic. tive, yet sturdy control, yields the ultimat 
diagrams, _ ogee in serviceability and accuracy The desig 
eg congo otis wary is so arranged that this highly desirabl 
improvement can be applied to any exit 
ing EMCO High Pressure Balanced Val 

Regulator. 


PITTSBURGH EQUITABLE METER COMPANY 
MERCO NORDSTROM VALVE Co. 
GANaAS QOTY. VOLSA- 406 ANOELES “Wain Offeces - PITTSBURGH. PA, wewous OAKLAND MOUSTON 
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FOR 
CARPENTER REPAIR CARS 


ASTER-LIGHTS 


tre.“ 


Roof mounted search- 
light for repair, inspec- 
tion and emergency 
cars. Mile range of 
360° at any height. No 
gears to wear or rattle. 
Inside one-hand lever 
control with light beam 
parallel to lever. 


"A Master-Light For Every Need" 
YOU OWE YOUR MEN THE BEST THERE IS 


FASTER—BETTER LINE REPAIRS 
2 
FOR REPAIR CREWS 
Portable hand searchlights for repair, inspection and 


emergency crews. 


Many dry and rechargable battery types. Write for de- 
scriptions. 


MANUFACTURERS OF WORLD'S MOST POWERFUL 
HAND AND AUTOMOBILE SEARCHLIGHTS 


Buy direct from manufacturer Sent on approval 
Write for folder or sample light 


ARPENTER MFG. CO. 197 sidney st,, cambridge, Mass. 
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meet all Requirements 


of modern water-cooled furnaces 


Water cooling must not only operate 
under a wide range of load and 
structural conditions (as illustrated by 
the typical settings shown) but also 
must serve many entirely different 
purposes in individual boiler furnaces. 


Some areas of water-cooled furnaces 
are designed to promote combustion 
—others, to temper gases. Fre- 
quently heat input must be limited— 
sometimes radiant heat must be ab- 
sorbed rapidly. Some constructions 
must facilitate removal of ash in 
liquid form—others must condition 
ash for ease of removal in the dry 
state. 


Obviously no single type of water- 


cooled construction can be used suc- 
cessfully for all present-day boiler- 
furnace conditions and purposes. 


B&W water-cooled furnace construc- 
tions have the diversity necessary for 
meeting all these demands and their 
range of applications is sufficiently 
broad to fit every requirement. 
Fundamental details and safety fac- 
tors necessary to proper operation 
and efficiency are common to each 


type. 


That's why B&W water-cooling has 
proved so successful in application 
to more than | 100 water-tube boilers 
of all types and sizes in the United 
States and Canada. 


The Babcock & Wilcox Company—85 Liberty St., New York, N. Y. 


This booklet upon request 


We will gladly send you 
a new 32-page _illus- 
a, trated bulletin on 


=a] LY Water-Cooled furnaces. 
; a y It shows many typical 
Y/ 


) boiler-furnace designs; 
\ illustrates seals, wall sup- 
ports, headers, studded 
tubes, and other fea- 
tures; tells of important 
requirements for water- 
cooling; describes typ- 
ical constructions. 


R-COOLED FURNACES 
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OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y.; Branches: Chicago, San Francisco 


Unit of Union Carbide [al and Carbon Corporation 
The word ‘“‘Eveready”’ is the trade-mark of National Carbon Co., Inc. 
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No matter what kind of piping is involved, 
or where it is to be hung, you'll find a 
Grinnell Pipe Hanger made for the job. 

Grinnell Hangers are built to eliminate 
problems in installation, with design and 
materials that assure long, trouble-free 
service. Adjustments to correct sagging 
lines and provide even weight distribution 
are made easily, quickly and accurately 
after the pipe is erected. 

Write for your copy of Catalog, ‘tAd- 
justable Pipe Hangers and Supports.” 
Grinnell Company, Inc., Executive 
Offices, Providence, Rhode Island. Branch 
offices in principal cities. 


GRINNELL 


.ever PIPING NM 
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THE PROBLEM OF 
THE MOMENT FOR 


ACCOUNTANTS 
ENGINEERS 

CONSULTING ENGINEERS 
ACCOUNTING FIRMS 


PROPERTY RECORDS SYSTEMS 


The 1939 report of the A.G.A. Committee on 
Property Records gives the combined experience 
of the Gas and Electric Companies that have 
had to meet this problem and their solution of it. 


It is invaluable to those who have yet to set 
up their system and organization and to those 
who must advise companies in the solution of 
this problem. 


This report is available at 


$2.50 for single copies 
Ten copies—$2.00 each 
Twenty copies, or more—$1.50 each. 





PLEASE ADDRESS ORDERS TO 


AMERICAN GAS ASSOCIATION 


420 Lexington Ave., New York, N. Y. 
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Dig at EXTRA Profits with 
“CLEVELANDS™ 





LEVELAND a ~ CLEVELAND 
oa ¢ ve Model 110 


Model 95 


Ayd — 
the REASON 


very foot of trench 
machine dug means 
money saved. And 
Clevelands” speed up 
practically every operation incidental to ce trenching. 

ompact, fast, flexible, and with all dead-weight eliminated, yet powerful and 
ugged enough for the toughest task, in any soil or on any terrain “Clevelands” 
t into more jobs assuring most “machine-trench” at least cost. Prove their value 
bn your own work. Write today for details. 


- A big time-saving ‘Cleveland’ 
Mis 


WT feature—Truck speed transporta- 
Bed | tio on special trailers. THE CLEVELAND 
a 
sy 


“ CLEVELAND 
Model 140 


—_ 


TRENCHER COMPANY 


a | 
Sa *"'Pioneer of the Small Trencher" 


20100 St. Clair Avenue 
Cleveland, Ohio 
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Now, IT’S INSURANCE! 


TWO MIGHTY FORCES, represent- 
ing two conflicting theories of human 
relations, are at grips today. 

One group fights for the traditional Amer- 
ican way of free enterprise—with its balance 
sheet of trial and error, mistakes offset by 
brilliant contributions to progress. The 
other fights for the belief that the energies 
of the individual can best be controlled by 
political agencies, for the greatest good of 
the greatest number. 

Both are sincere. But the case for political 
control makes us the victims of a popular 
delusion. As a noted sociologist expressed 
it: “The greatest fallacy in human logic is 
to attribute to present social or economic 
systems those problems which arise from 
the nature of man himself.” 

In their eagerness to promote the cause of 
national planning, its proponents through 
investigations discover and emphasize “those 
problems which arise from the nature of 
man himself.” Thus unusual episodes appear 
as major defects seeming to condemn the 
free enterprise system. Control by Federal 
bureaus is then proposed in the name of 
reform. 

This has been the course in relation to 
banking, power and light, manufacturing, 
labor relations, oil, coal, communications. 


Today another Federal investigation is 
publicizing the problems of insurance 
“which arise from the nature of man him- 
self,” insignificant though they are compared 
to the amazing contribution of insurance to 
human welfare. 

If the people accept the fallacy that there 
is cause for condemning the institution of 
insurance, the camel’s nose will slip under 
the tent. 

The nose will represent a little competi- 
tion—compulsory burial insurance and Fed- 
eral Annuities; a degree of Federal control; 
a small part in the determination of how 
insurance investments shall be made; a hand 
in the administration of the business oper- 
ation. But the first steps along this road, as 
history and recent events make clear, are 
never retraced, but call for further steps. 


This message is published by 


NATION’S BUSINESS 


It is the 38th of a series contributed toward 4 
better understanding of the American system 
of free business enterprise. Regardless of 
your political affiliations, if you have a point 
of view you would like to express on develo} 
ments now shaping in the field of public 
policy relative to insurance, why not write 
to your Congressman or Senator? 


— 
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salvage your Frozen Fittings with 
this 14 power RIPESIb 
Compound Leverage Wrench 


OU multiply the working strength of one man up 

to 14 times when you equip him with a power- 

ful FRIEZE Compound Leverage Wrench. 
ou give him the leverage power of 14 men heaving 
n the pipe-lengthened handle of a regular pipe 
rench of equal jaw capacity. With this RID 
e handles pipe and fittings up to 8 inches—without 
elp. This superleverage salvages fittings that would 
therwise be lost in smashing them off. Simple to use 
put trunnion on pipe, jaws on fittings (or vice versa} 
nd pump on or off. Handle is short enough to work 
asily in tight places. Four sizes—S2, $4, S6 and S8. 
ou boost efficiency and save payroll time and money 
is [By adding this FRIZEQ0D to your tool kits. Ask your 
nce upply House. The Ridge Tool Company, Elyria, Ohio. 


im- 








ere 
of 
der 


rol; 


Breaks or Distorts we 


4 _ . 
3 —~ 
| | & ania this Housing ever 
j rj ey will replace it Free. 
THE RIDGE TOOL CO 
ELYRIA, ©. 


da 

em 

of 

int 

P | . RipeaID Wrench with unconditionally 

lic guaranteed housing eliminates all your 

” wrench housing repair bills. Sizes 6" 
to 60". 

Salant 
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baie must have assured perform 
in motors that drive important pu 
fans, pulverizing mills, exhausters. A nu 
of the outstanding stations — famous nd 
in the country’s power set-up — get the 
formance they demand, with Elliott squ 
cage induction motors. Soundly built fo 
job they handle, these Elliott motors J 
well earned the confidence of the sto 
they serve. 
Write for the complete story in Bulletin 


yELLIOTT COMPANY 


Electric Power Dept., RIDGWAY, PA. 


District Offices in Principal Cities 
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{ Mid-West Regional Gas Sales Conference wiil be held, Chicago, Ill., Feb. 15-17, 1940. 





{ Wyoming Engineering Society convenes for session, Laramie, Wyo., 1940. 





Eastern Natural Gas Regional Sales Conference will be held, Pittsburgh, Pa., Feb. 
29, Mar. 1, 1940. 





{ New England Gas Association will hold meeting, Boston, Mass., Mar. 14, 15, 1940. 





{ EEI Prime Movers Committee opens meeting Detroit, Mich., 1940. 
{ National Electrical Manufacturers Association convenes, New York, N. Y., 1940. 








{ American Water Works Association, Southeastern Section, will hold convention, Bir- 
mingham, Ala., Mar. 18-20, 1940. 





{ Oklahoma Telephone Association will convene for session, Tulsa, Okla., Mar. 27, 28, 
1940. 





{ EEI Accident Prevention Committee opens meeting, St. Louis, Mo., 1940. ® 





{ Kansas Telephone Association will hold convention, Topeka, Kan., Apr. 3, 4, 1940. 








{ American Water Works Association, Indiana Section, will hold meeting, West Lafayette, 
Ind., Apr. 4, 5, 1940. 








1 gaa Gas Association will convene for annual meeting, Lincoln, Neb., Apr. 15-17, 
1940. 





{ Southern Gas Association starts convention, Hot Springs, Ark., 1940. 
{ EEI Electrical Equipment Committee opens meeting, Cincinnati, Ohio, 1940. 





1 — Telephone Association will hold annual convention, San Antonio, Tex., Mar. 19-21, 











{ Conference on Highway Engineering opens, Ann Arbor, Mich., 1940. 
{ EEI Meters and Service Committee convenes, Richmond, Va., 1940. 
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The Ottawa Viewpoint of the 


St. Lawrence Proposal 


The author declares that Canadian opposition to the 

ship waterway has been removed by the war and 

that the 20-year dream of the seaway is nearing 
fruition. 


By HAROLD DINGMAN 


ANADA’S participation in the war 
has caused a major upheaval in 


Canadian politics, has spurred 
industry to vast projects of expansion, 
and has cleared the way for the devel- 
opment of the St. Lawrence. 

The war has brought a united 
Canada. Discordant notes between 
governments were hushed. One arch- 
foe of the St. Lawrence project was 
swept from office on a war issue vote, 
and the other made a complete about- 
| face and pledged his codperation on the 
seaway scheme. 
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Behind these political scenes was a 
rapidly changing industrial situation. 
Both the British and the Canadian gov- 
ernments started placing heavy war 
orders and industry was forced to ex- 
pand almost overnight. Looking 
ahead, industry is to need new power. 


| Peay Prime Minister, William 
Lyon Mackenzie King, has al- 
ways been a friend of the St. Lawrence 
schéme, but opposing him were the 
Premiers of the two provinces most 
concerned, Mitchell F. Hepburn of 


FEB. 1, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


Ontario and Maurice Duplessis of Que- 
bec. Hepburn has now capitulated. 
Duplessis is gone from office. 

Before the war, Hepburn was con- 
ducting a bitter feud against Macken- 
zie King on many issues. Chief among 
them were the Prime Minister’s in- 
sistent efforts to get the seaway scheme 
under way. Hepburn argued that On- 
tario did not need the additional power 
and that the province had a surplus for 
export to the United States. He balked 
at the price (about $100,000,000) On- 
tario would have to pay and he pre- 
dicted the deep sea scheme would ruin 
the railways and freight companies. 

Mackenzie King, bland, persuasive, 
shrewd, argued the case for the St. 
Lawrence but, finding Hepburn ada- 
mant, he let the matter drop. 

That was a year ago and up until 
the outbreak of the war the Ontario 
Premier had not altered his stand. But 
within a month he swung completely 
about. Together with Dr. T. H. Hogg, 
chairman of the Hydro-Electric Power 
Commission of Ontario, he visited Ot- 
tawa and promised his aid to help the 
Dominion in any way possible regard- 
ing the war. 


= were two reasons which mo- 
tivated Hepburn’s about-face. The 
first was that he is intensely patriotic 
and when war was declared he quickly 
offered a hand of friendship to his old 


enemy, Prime Minister Mackenzie 
King. Hepburn believed that in this 
crisis all governments should work to- 
gether and it didn’t matter to him that 
it was Mackenzie King who was 
Canada’s war-time Prime Minister. 
His second reason was that Ontario 
industry was starting to boom with the 
stimulus of war orders from both the 
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British and Canadian governments 
While the province has, at the mo. 
ment, a fairly safe margin of power, 
the long-term outlook is not good. On- 
tario’s industry will need additional 
power for years to come and the only 
source of that power is the S¢. 
Lawrence. 

He made two qualifications in his 
offer. The first was that he should be 
permitted to divert the waters of the 
Ogoki river into the Great Lakes sys. 
tem, and the second was that he should 
be permitted to export a small amount 
of power at Cornwall, Ontario. These 
qualifications are minor and it is ex- 
pected they will be granted by the 
United States. Cordell Hull, in his 
draft treaty to Mackenzie King in 
May, 1938, made provision for both. 

Within a few days after his first 
conference with Mackenzie King, the 
Dominion and Ontario governments 
placed formal negotiations . in the 
hands of Hydro experts and the Do- 
minion started informal conversations 
with Washington. 


. ie peak load on the Ontario 
Hydro system comes in November 
and December, but even as early as 
September primary power loads were 
rising as much as 10 per cent and this 
was without the impetus of war busi- 
ness. The Hydro reserves are stil 
safe, but if power demands keep rising 
—and they are bound to rise sharply— 
then it is quite probable that by 1941 
Ontario will be absorbing all of the 
present available sources. 

With Britain and the Dominion 
placing heavy munitions orders in Or- 
tario, it is obvious that the province 
must look about immediately for new 
power. Ontario is Canada’s major itr 
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THE OTTAWA VIEWPOINT OF THE ST. LAWRENCE PROPOSAL 
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—Cartoon by Grassick 


“HEIGH-HO THE SEAWAY-O...” 


dustrial province and most of the war 
business will go to Ontario’s factories. 
Should Ontario fail to take care of the 
orders — and thus endanger Canada’s 
war effort—because of a power short- 
age, the outcry against Hepburn would 
be sufficient to drive him forever from 
public life. 

Hepburn, knowing the demand for 
power which is coming, has already 
ordered delivery of an additional 60,- 
000 horsepower from the Gatineau 
Power Company of Quebec. This is 
the last instalment on a contract call- 
ing for 260,000 horsepower. 


B" the reason for his determina- 
tion to push the St. Lawrence as 


quickly as possible rests not alone with 
the immediate war issue. It does not 
necessarily follow that when the war 
is done Ontario’s industry is going to 
shrink to its previous capacity and 
output. Quite the contrary. Take, for 
a single instance, the airplane indus- 
try. Canada is to become the chief 
center of the Empire for the training 
of 25,000 airmen per year. For the 
duration of hostilities military planes 
will be manufactured, but when the 
war is over Canada will convert this 
industry from a military basis to a 
civil basis and will produce planes, not 
only for domestic use, but for export. 
Already this Dominion carries more 
freight by air than any other country, 
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chiefly because of her mining areas ly- 
ing in remote, distant areas unreach- 
able by any other means of transporta- 
tion. 

The friendship and codperation 
which now exist between the govern- 
ments of Canada and Ontario have 
finally extended to all of the other 
eight provinces of the Dominion. One 
by one they have answered the roll call 
to make a national war effort on the 
side of Britain. And almost all of 
them will receive some benefit from 
war orders—the industrial areas be- 
cause of munitions business and the 
agricultural areas because they will sell 
large quantities of foodstuffs to the 


allied armies. 
I* the province of Quebec the out- 

look was far different at the out- 
break of the war. Premier Duplessis, 
one-time friend of Premier Hepburn, 
opposed Canada’s participation and 
called an election on the issue. He im- 
mediately lost Hepburn’s friendship, 
and the old Quebec-Ontario axis which 
wielded a powerful club against the 
Dominion government for three years 
collapsed. The Ontario Premier 
angrily denounced Duplessis as un- 
patriotic. 

The Dominion government was 
frankly fearful of the outcome of the 


election, for the French-Canadian js 
by instinct a nationalist and a North 
American. Few of them want any part 
in an overseas war. 

Quebec industry, according to the 
Dominion administration, was already 
losing business because Great Britain 
declined to place munitions orders in 
that province. It was claimed that 
whereas Ontario industry was boom- 
ing and jobless men returning to 
work, Quebec’s factories were lagging 
behind. 

Before the war, Duplessis also had 
been an enemy of St. Lawrence, siding 
with his friend Hepburn. His argu- 
ment was that the St. Lawrence would 
injure Quebec’s vast power resources 
and also would affect the port of Mon- 
treal by permitting ocean-going steam- 
ships to go into the Great Lakes to 
unload. 

But Duplessis counted too much on 
the nationalist instincts of the French- 
Canadians and they swept him out of 
office and elected the Liberal party, led 
by Adelard Godbout, a scientific farmer 
and good friend of the Dominion gov- 
ernment. 

Thus the 20-year-old dream of a St. 
Lawrence seaway to the Great Lakes 
is nearing fruition. The two major 
political obstacles in Canada have been 
removed. 





The Price of the American Way 


alt © 


them all. It can continue to survive every adversity of life, save the 


moral and political degeneracy of 


HE American Constitution has survived depressions, panics, polit- 
ical follies, wars at home and abroad. It can continue to survive 


its own people. Strict fidelity to the 


American way of life; eternal vigilance against the insidious forces 


which seek to break it down—this 
must be paid by those to whom 
secured.” 
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is the price, and the only price, which 
the blessings of freedom have been 


—DALeE MILLER, 
Associate editor, The Texas Weekly. 
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The Washington Viewpoint of 
The St. Lawrence Proposal 


The author questions the value of the development 
as a war measure and believes that the Senate will 
oppose treaty ratification in 1940. 


By GEORGE E. DOYING 


[ determining the prospect for ap- 


proval at Washington of any new 

form of St. Lawrence seaway- 
power treaty in 1940, a good starting 
point is to consider the underlying basis 
for the reported sudden change of 
policy in Canada. The ostensible rea- 
son is the outbreak of war in Europe 
and the loyalty of the Dominion of 
Canada to the British Empire. 

But, assuming that the general war 
situation is the main explanation for 
the about-face maneuver at Ottawa 
(or, perhaps more correctly, at To- 
ronto), does it necessarily follow that 
additional electric power supply in it- 
self is the immediate objective, on the 
basis of military expediency? Is this 
what the Dominion of Canada has in 
view in suddenly warming up to a St. 
Lawrence seaway pact to which it has 
turned a cold shoulder during recent 
years, notwithstanding enticing over- 
tures from the White House? 
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I N passing, it might be noted that the 
seaway feature of the proposal (as 
distinguished from the hydroelectric 
feature) would hardly cut an important 
figure from the standpoint of Canada’s 
organization of military and economic 
assistance to the mother country. There 
would unquestionably be certain con- 
venience and economy in having ocean- 
going vessels proceed directly into the 
Great Lakes, rather than having the 
double handling of railroad hauling of 
commodities to the port of Montreal, 
even though the change of method 
might injure business of Canadian as 
well as American railroads. But this 
difference alone could hardly be of suf- 
ficient importance to explain the latest 
Canadian shift. The accent placed on 
power seems much more plausible. 
However, whether the Canadian ac- 
cent #s upon power or upon transporta- 
tion, the argument that Canada wants 
the St. Lawrence development as part 
FEB. 1, 1940 
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of her war effort is clouded by the time 
element. Here is a quotation from a 
report of the St. Lawrence Power De- 
velopment Commission, submitted to 
Governor Roosevelt and the legislature 
of the state of New York on January 
15, 1931. (It was this report which rec- 
ommended the establishment of the 
New York State Power Authority.) 
Speaking of the time element, the re- 
port stated : 

A careful construction program has been 
worked out by our engineers. On the basis 
of this they have estimated that the time re- 
quired for the completion of the initial 
project for 600,000 firm horsepower would 
be between four and six years. If the proj- 
ect should be constructed only to the initial 
height, it might require from two to three 
additional years to complete the ultimate de- 
velopment. If, however, the entire project 
should be started with a view to developing 
the full head and the ultimate capacity of 
2,200,000 horsepower, they believe that it 


could be completed in from six to seven 
years after the work is started. 


irene for purposes of discus- 
sion, that the St. Lawrence treaty 
might be approved by the U. S. Senate 
in the spring of 1940, the necessary or- 
ganization of personnel, drafting of 
plans, letting of bids, and so forth, 
would take up most of the balance of 
that year. This would mean, on the 
basis of the New York state report, a 
minimum of five years from the end of 
the year 1939 before the St. Lawrence 
project could begin to produce at all. 
And this, according to the impression 
given by the more zealous exponents of 
this program, is the electric power 
needed for the “war-time emergency” ! 
Meantime, Canadian resources would 
actually be diverted, for construction 
purposes on this project, from more 
pressing military enterprise. 

Now, as a practical matter, few 
realistic observers expect the present 
FEB. 1, 1940 


European war to go on for more than 
five years. True, government leaders 
of the belligerent powers have talked 
vaguely about being prepared for a 
conflict lasting for even a decade. But 
that is propaganda. The consensus of 
impartial opinion seems to be that 
neither side in the present European 
war could last for more than five years, 

Again, American construction meth- 
ods on this type of work have probably 
improved since 1931 and the time limit 
predicted by the New York state re- 
port might be curtailed to some extent 
if concentrated government effort were 
focussed on racing the project to com- 
pletion. 


How there is no comparable 
recent American government ex- 
perience along this line to justify too 
much optimism. Even the TVA, which 
has accomplished a remarkable record 
for completing its hydro units ahead of 
schedule, took more than three years 
(September, 1933, to October, 1936) 
to complete Norris dam on the Clinch 
river, and three and one-half years to 
build Wheeler dam (with units Nos. | 
and 2). Neither of these projects in- 
volved any more stubborn construction 
difficulties than the St. Lawrence pro- 
posal and in some respects (such as 
weather conditions) construction cir- 
cumstances are probably even more 
favorable for the Tennessee valley 
projects. 

As a matter of fact, if Canada were 
in a hurry for more electric power re- 
serves, she could probably obtain them 
within her own borders quicker than 
through the St. Lawrence interna 
tional development. The Beauharnois 
Power Corporation already has applied 
for approval of the Dominion govert- 
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ment under the Navigable Waters 
Protection Act for the use of 30,000 
cf.s., and there is said to be an addi- 
tional 250,000 horsepower capable of 
conversion at the Beauharnois site. 
There is also power from the Ottawa 
river, notably the power site at Caril- 
lon, where 450,000 horsepower at 70 
per cent load factor can be made avail- 
able at about $90 per horsepower, in- 
cuding provision for navigation fa- 
cilities. 


i, er question therefore arises 
whether Canada does not have 
some longer-range program in view 
with respect to the St. Lawrence de- 
velopment than meeting the existing 
war emergency. It has already been 
noted that plans are afoot to make the 
northern Dominion a center for air- 
plane construction and that when the 
war is over Canada hopes to convert 
this industry from a military basis to a 
peace-time basis. It may be that this is 
just one phase of a general long-range 
program to convert the Dominion of 
Canada from an economy based on 
agriculture and exploitation of natural 
resources to an industrialized economy 
that would elevate the Dominion to a 
more important place in the British 
Empire. If such a general program is 
in prospect, it is easy to see how both 
the additional power reserves and the 
additional transportation facilities af- 


7 


forded by the St. Lawrence seaway 
would fit into it. 

But by the same token, an indus- 
trialized Canada (after the present war 
is over) would necessarily mean cut- 
ting into a profitable market for Amer- 
ican manufactured products. And this 
brings us at last to the Washington 
angle on the latest proposal to develop 
the St. Lawrence. 


HE vote taken by the United 

States Senate in 1934, by which 
the original Bennett-Stimson treaty 
fell far short of the necessary two- 
thirds approval, shows clearly that the 
issue cut across party lines. The divi- 
sion was obviously more geographical 
than political. Most of the Senators 
who voted in favor of the treaty were 
representatives of agricultural states, 
particularly the grain belt. They were 
anxious to secure cheap transportation 
for farm products. The bulk of the 
opposition was composed of easterners 
and southerners who feared competi- 
tion for such port cities as Boston, 
New York, Baltimore, Savannah, and 
New Orleans, and certain inland water 
transportation. 

In addition to this difference, based 
chiefly on transportation economy, un- 
doubtedly some Democratic Senators 
voted out of party loyalty and fewer 
Republicans voted against the admin- 
istration on general principles. The 


proved by the U. S. Senate in the spring of 1940, the neces- 


q “CONCEDING .. . that the St. Lawrence treaty might be ap- 


sary organization of personnel, drafting of plans, letting of 


bids, and so forth, would take up most of the balance of that 
year. This would mean... a minimum of five years from 
the end of the year 1939 before the St. Lawrence project 
could begin to produce at all.” 
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two Illinois Senators had a special rea- 
son for voting ‘“‘no” because of the Chi- 
cago lake diversion question. There 
were few, if any, Senators in 1934 who 
voted on the St. Lawrence pact entirely 
on the issue of more or less electric 
power. 

And there will be few, if any, Sena- 
tors whose vote would be decided en- 
tirely on the basis of the hydro-power 
issue in 1940, when the new St. 
Lawrence proposal, formulated by 
Secretary of State Hull, is expected to 
be submitted for ratification. Sena- 
tors Norris, Bone, Schwellenbach, and 
LaFollette, who are noted for their 
consistent sentiment against the pri- 
vate electric power industry, all come 
from states where the agricultural in- 
terests of their constituents are such 
that they would in all probability vote 
in favor of ratification, even if the 
power issue were not involved. 

Conversely, it is noteworthy that 
Senator Wagner of New York, who 
has invariably voted against utility in- 
terests when that issue alone was domi- 
nant, voted against the treaty in 1934 
and will probably vote the same way in 
1940. This is clearly not because 
Senator Wagner esteems the New Deal 
public power program any the less, but 
because he is concerned with the inter- 
ests of the port of New York all the 
more. 


N other words, the private electric 

power industry, as such, had few, 
if any, political champions in the U. S. 
Senate in 1934. It probably has a hand- 
ful of sympathetic friends in the Sen- 
ate now that the political glamour has 
worn off the power issue and reaction 
has set in against the continuation of 
large-scale Federal pump-priming ex- 
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penditures for public hydro projects, 
But the fact remains that if the electric 
power feature were the only point in- 
volved in the new St. Lawrence treaty 
(and it seems to be generally accepted 
that it is the principal reason for Presj- 
dent Roosevelt’s persistent support and 
promotion of it), it would be ratified 
by the Senate with little difficulty in 
1940. It would have been ratified un- 
der such circumstances by a land-slide 
vote in 1934. 

Since Agriculture v. Transportation 
seemed to be the principal basis for the 
difference in opinion among the Sena- 
tors in 1934, it is obvious that as long 
as there is a deep seaway feature con- 
nected with the new treaty the underly- 
ing reason for that opposition will not 
be diminished when (or if) the treaty 
comes to a vote in 1940. Republican 
Senators from agricultural states will 
continue to vote alongside Demo- 
cratic colleagues from the Middle 
West and western agricultural states. 
Democratic Senators from the eastern 
seaboard will continue on the whole to 
join their Republican colleagues in op- 
posing the treaty. A handful of ultra- 
partisan Senators may jump this way 
or that, contrary to their respective 
geographical interests, but there will 
not be enough of these to change the 
result. And what will be the result? 
Let us here get down to the brass tacks 
of counting noses by analyzing the Sen- 
ate poll on p. 139. 


pee of all, will the replacements, as 
indicated below, detract from the 
strength of the 1934 vote in favor of 


ratification? Immediately the eye 
lights on two regular Republicans, Taft 
of Ohio and Wiley of Wisconsin, who 
replaced New Deal Democrats. Ye 
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— SENATE VOTE ON ST. LAWRENCE WATERWAY 
tified MARCH 14, 1934 


ty in Names in italics indicate present Senate members 
1 un- who have replaced 1934 Senators 


-slide For RATIFICATION—46 


DEMOCRATS—31 


Asuurst (Ariz.) Hatcu (N. M.) 
ation BacHMAN (Tenn.) Stewart (D.) Haypen (Ariz.) 
) BANKHEAD sae.) Locan ( (Ky.) ss (D.) 
yr the BarkLgey (K McApoo (Cal.) Downey (D.) 
& Biack (Ala) iN (D.) McKettar (Tenn.) 
Sena- Bone (Wash.) O’Manoney (Wyo.) 
Brown (N. H.) Tobey (R.) Pittman (Nev.) 
long BuLxtey (Ohio) Taft (R.) Pore (Ida.) Clark (D.) 
Butow (S. ») Rosinson (Ark.) Miller (D.) 
 COn- Byrnes (S. 2) SHEPPARD (Tex.) 
; Costican (Colo.) Johnson (D.) Smita (S. <2. 
lerly- Ditt (Wash.) Schwellenbach (D.) Tuomas (Utah 
Durry (Wis.) Wiley (R.) THOMPSON (Neb. ) Burke (D.) 
Il not ERICKSON (Mont.) Murray (D.) VanNoys (Ind.) 
Gore (Okla.) Lee (D.) WHEELER (Mont.) 


treaty Harrison (Miss.) 
blican REPUBLICANS—14 (FARMER-LABOR—1) 
‘ Borau (Ida.) (deceased) LaFoLLettTE (Wis.) 

Ss will Capper (Kan.) Norris (Neb.) 
Couzens (Mich.) Brown (D.) Nye (N. D.) 

Yemo- Cuttinc (N. M.) Chavez (D.) Rosinson (Ind.) Minton (D.) 

3 7 Fess (Ohio) Donahey (D.) Scuatyt (Minn.) Lundeen (Farm-Lab.) 

Liddle Frazier (N. D.) SuipsteAp (Farm-Lab.) (Minn.) 
Gisson (Vt.) VANDENBERG (Mich.) 

tates. Jounson (Cal.) 


astern AcaInst RATIFICATION—42 
| DEMOCRATS—22 
ole to Apams (Colo.) Lone (La.) Ellender (D.) 
in op- Bartey (N. C.) McCarran (Nev.) 
P Byrp (Va.) McGrut (Kan) Reed (R.) 
ultra- CxiarK (Mo.) NEELEY (W. Va.) 
ConnaLty (Tex.) Overton (La.) 
S way Cootipce (Mass.) Lodge (R.) Reynotps (N. C.) 
¢ CopeLanp (N. Y.) Mead (D.) Russet. (Ga.) 
ective DietericuH (Ill.) Lucas (D.) STEPHENS ne Bilbo (D.) 
GrorcE (Ga.) Typincs (Md. 
os will Lewis dil.) Slattery (D.) Wacner (N. ¥) 
Lonercan (Conn.) WatsH (Mass.) 
ye the REPUBLICANS—20 
estlt? Austin (Vt.) Kean (N. J.) Smathers (D.) 
: Barzour (N. J.) Keyes (N. H.) Bridges (R.) 
, tacks Carey (Wyo.) McNary (Or.) 
: Davis (Pa.) Mercatr (R. I.) Green (D.) 
e Sen- Dickinson (Iowa) Herring (D.) Patterson (Mo.) — (D.) 
GotpssorouGH (Md.) Radcliffe (D.) Reep (Pa.) Guffey (D 
Hare (Me.) STEIWER (Or.) Holman XR) 
Hastincs (Del.) ig O. ) TOWNSEND (Del.) 
HatFieLtp (W. Va.) Holt (D.) Watcott (Conn.) Maloney (D.) 
nts, as Hesert (R. I.) Gerry DS Wuite (Me.) 


m the Not Votinc—8 
{ DEMOCRATS—7 
vor 0 Caraway (Ark.) Mrs. Comes (D.) Murpny (Iowa) Gillette (D.) (Paired “‘for’’) 
eve FLETCHER (Fla.) Pepper (D.) Tuomas (Okla.) 
E ) Giass (Va.) (Paired ‘‘against’’) TRAMMELL (Fia.) Andrews (D.) (Announced 
; Taft Kine (Utah) bat Sa 
‘ h REPUBLICAN—1 
n, wild Norsecx (S. D.) Gurney (R.) (Paired “for’’) 
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we cannot be very sure of this at all be- 
cause both Taft and Wiley are from 
middle western states and may imitate 
the 1934 example of the late conserva- 
tive Republican Senator Fess of Ohio. 
Senator Tobey will probably switch 
from the stand taken by his predeces- 
sor, Senator Brown. The late Senator 
Borah’s successor may also switch. 

There is just a chance that two 
Democratic Senators, Clark of Idaho 
and Miller of Arkansas, may realign 
the next vote. Harrison, of Missis- 
sippi, is said to be further off the ad- 
ministration reservation than he was 
in 1934 when he still had hopes of be- 
coming one day the majority leader of 
the Senate. To sum up, the vote for 
ratification seems certain to lose one, 
with from three to six more in doubt 
on the basis of political record. 

Now let us look at the 1934 vote 
against ratification. Here the replace- 
ment shows quite a shift in party affili- 
ation. But the net change is not likely 
to be decisive. Senator Mead of New 
York, who replaced Senator Copeland, 
would probably vote for the treaty on 
the basis of his past record for 100 per 
cent administration loyalty, but even 
that is not too certain. Senator Bilbo, 
who replaced Senator Stephens of Mis- 
sissippi, may likewise shift for a simi- 
lar reason. The same probably will hold 
true for Senator Hughes, who replaced 
Senator Hastings of Delaware; and 
Senator Smathers, who replaced Sena- 
tor Kean of New Jersey; and Senator 
Herring, who replaced Senator Dickin- 
son of Iowa. Thus we have five fairly 
sure gains for ratification out of the 
1934 vote against ratification. 


I N the doubtful column we must place 
the vote of Senator Guffey, who re- 
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placed Senator Reed of Pennsylvania 
In spite of Guffey’s staunch New Deal 
record, he does come from a railroad 
state with an important eastern seaport, 
The two new Democratic Senators 
from Rhode Island, Gerry and Green, 
might also shift, but it would be against 
their geographical interests, and in the 
case of Senator Gerry particularly a 
shift is not indicated. Senator Truman 
of Missouri might shift, but it is more 
probable that he would follow the lead 
of his colleague, Senator Bennett 
Clark, who has already announced his 
outspoken opposition to the St. Law- 
rence seaway proposal. 

Finally, we come to a consideration 
of the eight Senators who were regis- 
tered as “not voting” in 1934. Here, 
on the basis of Washington perform- 
ance of the present Senate members 
from the states represented in that list, 
we must give the treaty six out of the 
eight and the opposition two (Glass of 
Virginia and King of Utah). 

To sum up this analysis let us first 
assume that the votes we have listed 
“doubtful” in both categories will re- 
main as they are, and make a mathe- 
matical change of the votes described 
above as “certain” to shift. This would 
give a result of 56 in favor of the 
treaty and 40 against ratification. /n 
the next place, even if we should re- 
solve all of the “doubtful” votes in 
favor of ratification, the result would 
still fall short of the necessary two- 
thirds majority. 


B Pinse analysis has been slightly 
preferential, if anything, toward 
1940 chances for the treaty ratification. 
There are a number of reasons why the 
vote might be even stronger against 
ratification than it was in 1934, such as 
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the increased financial inducements matter of national defense for the 





vani ch ee ; 
a which the administration is said to be United States. 
ilroad making to Canada to participate in the But we can only say at this writing 
aport development. This would come incon- that weighing all discernible political 
sees fict, of course, with the rising economy factors from the Washington point of 
See bloc in the Senate and the increasing view, the St. Lawrence treaty will not 
vainst sentiment against pump-priming ex- be ratified in Washington in 1940 even 
in the penditures not directly necessary as a_ though it may be approved at Ottawa. 
rly a 
uman 
more 
> lead Importance of Determining Cost to the Investor 
a “... when it comes to the liquidation of most large corporations, 
d his one of two things happens: (1) Either the property is sold to 
Law- someone who buys, having in mind what he can get for the 
property, which in turn has reference to what someone will be 
wiles able to make the property earn; or (2) the property is not 
tiles sold and the company is reorganized—in which event the sev- 
“8 eral classes of investors (bondholders, other creditors, and 
ere, stockholders) receive new securities in amount and of a kind 
orm- measured by the value of the property in terms of its reasonably 
abers anticipated earnings. And so of the cost of the company’s prop- 
li erty: Certainly one of the most important tmmediate purposes 
t list, ‘ig : Be 
f the of accounting is to show that cost—whether it be the original 
cost or the cost at the time the company acquired it, or some 
ss of other cost. 
“But why does the investor want to know the cost? Because 
first that knowledge will be useful to him in making an estimate of 
isted what the company’s property can and probably will yield—that 
Hl re- is, its earning power. It has been said—and it cannot be said 
sli, too often—that one of the most important functions of account- 
: ing 1s to disclose to investors what the management has done 
ribed with the capital entrusted to it, and with the earnings derived 
ould from that capital. In that way the investor learns, in part, the 
"the character of the management. 
In “But why does the investor want to know that fact? So that 
1 re- he may judge what the property of the company, in the hands 


of that management, will yield by way of earnings, and so that, 
in some instances, if he be an existing investor, he may take 
ould steps to oust an incompetent or dishonest management which, 
two- if not ousted, may seriously injure the future earning power of 
his investment. In forming such judgments, the investor wants 
to know, among other things, the full truth about how much the 


SiN 


tly company has earned and whether too much or too little of its 
vard past earnings have been distributed by way of dividends. For 
ion what he wants to know is not merely the future earning power, 
pail but how much of the future earnings will and should be avail- 
the able for distribution by way of dividends.” 

inst —Excerpt from address by Jerome N. Frank, 


h as Chairman, Securities and Exchange Commission. 
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New Lamps for Old 


Rate schedules not the only problem in- 
volved in the broad extension of electric 
and gas service 


By M. R. KYNASTON 


{ bes who remember the thrill- 
ing Arabian Nights tale of Alad- 
din and his wonderful lamp may 
recall that it was a magician (although 
a very wicked one) who, disguised as 
a junk man, induced Aladdin’s wife 
to make a rather bad bargain by crying 
out his offer to trade new lamps for 
old. 

Today, however, there is nothing 
phoney about the plea of the modern 
genie of electricity to provide such an 
exchange. Modern technique, not only 
in the field of lighting, but for other 
utility services as well, presents a new 
challenge to American citizens who 
would enjoy to the fullest the highest 
standards of living available to them 
at reasonable cost. 

This is not a utility sales promotion 
story. On the contrary, the approach 
is rather in the regulatory direction. 
There is not a great deal the utility 
companies can do under prevailing 
conditions to induce their customers to 
enjoy the marvelous benefits that are 
on tap for the asking. The solution 
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lies within the customer’s house. He 
must literally get rid of his old lamp 
before he can have the new one. 


Bz more about this difficulty later. 
First, let us glance over these 
benefits that up-to-date service makes 
possible. We start out with a paradox. 
Uncle Sam is spending millions of 
dollars promoting electrification of 
rural areas. That is all to the good, but 
every experienced electric utility opera- 
tor well knows that, in the future, the 
real increase in consumption of elec- 
tricity will come in the urban centers, 
particularly among the residential 
groups. 

Electric enthusiasts speak of step- 
ping up annual average electrical con- 
sumption per customer from 700 to 
3,600 kilowatt hours for the more 
abundant life. But how will this be 
accomplished? By electrifying farms? 
Hardly. If half the presently unelec- 
trified farms in the country were put 
on central station service lines (an ex- 
tremely optimistic outlook), the net 
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effect on national average consumption 
per customer, all other things being 
equal, would be very small. 

And would lower rates drive up 
consumption? Lower rates undoubted- 
ly help to step up the use of current 
just as stepping up the use of current 
makes it possible to lower rates. How- 
ever, recent studies indicate that after 
lower rates and “promotional” type 
schedules have been in effect some 
time, the climbing consumption curve 
finally levels out into a plateau and in- 
crease in consumption slackens even 
where rates are further reduced, unless 
additional means of using more elec- 
tricity are widely adopted. 


f Been we learn from the research 
department of the Washington 
Department of Public Service, report- 
ing for electric sales in the whole state 
of Washington (where electric rates 
are said to have long been the lowest 
and consumption highest of any state 
in the Union), that during an 11- 
month test period privately owned elec- 
tric utilities in that state lowered the 
average charge to farm customers 
from 2.48 cents to 2.47 cents per kilo- 
watt hour. During the same period 
farm consumption dropped from 1,739 
kilowatt hours to 1,695. This is un- 
usual but it indicates that lower rates 
do not always and inevitably mean in- 
creased consumption. 

The residential and commercial use 
of electricity in our large cities will 
undoubtedly be stepped up in the 
future. This will come, not through 
wider distribution of the gadget type 
of appliance (such as hair curlers or 
bread toasters, which use current for 
only a few minutes a day), but through 
the installation of utility facilities not 
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now employed or even generally con- 
ceived. 

Take the matter of exterior lighting. 
Exterior lighting definitely entered the 
field of art several years ago. Today 
it is emerging into the field of practical 
utility. Tomorrow it will be an ac- 
cepted necessity. 

Soon after the discovery of the in- 
candescent lamp by Thomas Edison, 
the aesthetic possibilities of electric 
lighting were recognized. It became the 
handmaiden of the other arts. It made 
possible much more refined interpreta- 
tions of the drama—the spotlight— 
the footlight—the “blue night” light— 
the “sunbeam light”—the “snow light” 
—and many other varieties of theatri- 
cal lighting have made the producer’s 
task easier and better and have given 
the playwright more scope and expres- 
sion. So also with painting—the elec- 
tric lamp brought new colors and new 
effects to night scenes for the benefit 
of the artist’s palette. 


Ap 1929, however, on the Golden 
Jubilee of Edison’s discovery, 
electric lighting became established as 
an art in its own right. At the National 
Electric Light Golden Jubilee, a world- 
wide tribute to Thomas Edison for his 
gift of artificial light, there appeared 
an unusually interesting exhibit. 

It was a miniature “Main street” 
with buildings and shop windows 
ablaze with the beauty of carefully- 
thought-out night lighting. It was a 
demonstration of just what could be 
done with artistic lighting in the way 
of making the streets and buildings of 
our average cities cheerful and beauti- 
fyl at night. 

Since then, much of the promise has 
been fulfilled as far as downtown 
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streets of our large cities are concerned. 
Old-fashioned interior display window 
lights have given way to riotous lines 
of colored incandescence, concealed 
iridescence, and exterior flood lighting 
that brightens our modern city streets. 
Just look at the main street in your 
own city tonight and compare it, in 
your mind’s eye, with the same vista 
eight or ten years ago. 

But much remains to be done—even 
downtown. Many cities still contain 
grim and formidable looking old red 
stone government buildings, such as 
courthouses and post offices that have 
to be lit up to a certain extent anyhow. 
A little artistry at small additional ex- 
pense could bring out lines and 
characters of these buildings that 
could not be suspected from a day- 


light inspection. 
AY electric lighting artist at Niagara 
Falls several seasons ago took the 
trouble to explain to this writer what 
could be done with the ugly oblong face 
of a plain warehouse that looked in 
the daytime like a great hideous block 
dotted with rows of monotonously 
uniform windows. With colored pen- 
cils he sketched balconies of glowing 
red lines, battlemented parapets of blue 
neon tubing, and tall arches of white 
lights until the whole reminded one of 
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some weird bastile—a bastile literally 
built out of lights. Of course, the ad- 
vent of the neon tubing and the more 
improved types of flood lights has lent 
a tremendous impetus to the movement 
for artistic lighting. 

The application of this art fre. 
quently requires originality of thought 
and niceties of distinction. For in- 
stance, another electric lighting expert 
told this writer that in his opinion the 
illumination of the United States 
Capitol at Washington was a perfect 
specimen of artistic illumination. The 
pure white structure with its great 
dome brooding in the sky like some 
vast bubble and flanked on either side 
by the equaily white Senate and House 
of Representatives is symbolical of that 
purity of government which is our 
American ideal. Consequently, the 
lighting consists of a battery of clear 
flood lights which bring the whole 
edifice into sharp relief against the 
dark background of the surrounding 
park. A colored light on this building 
would be clearly out of place. The 
same might be said of the Washington 
Monument, bathed in the strong white 
shafts of distant searchlights. 

Unquestionably this tendency to- 
ward artistic thought in night lighting, 
commercial as well as civic, is gaining 
ground. New York skyscrapers are the 
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“ELECTRIC enthusiasts speak of stepping up annual average 
electrical consumption per customer from 700 to 3,600 kilo- 
watt hours for the more abundant life. But how will this be 


accomplished? By electrifying farms? Hardly. If half 
the presently unelectrified farms in the country were put on 


central station service lines 


(an extremely optimistic out- 


look), the net effect on national average consumption per 
customer, all other things being equal, would be very small.” 
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subject of constant experiment for the 
purpose of bringing out architectural 
beauty to the best advantage. Private 
home owners are commencing to con- 
sider how the lighting of their houses 
looks from the street instead of limit- 
ing their consideration to how it suits 
the interior. 


tence lighting of residential 
grounds for utility as well as ap- 
pearance is definitely on the way. At 
present this is generally confined to the 
holiday season, but already the illumi- 
nated garden and exterior-lighted home 
are beginning to dispel the night dark- 
ness in the outlying sections of some 
cities. There is probably a fertile field 
for this development in some southern 
sections where electrical consumption 
has dragged somewhat behind the 
northern states. Only the gloom of 
night prevents certain southern com- 
munities from enjoying temperate 
fall, winter, and spring seasons out- 
doors—a possibility foreclosed to 
northerners until man’s inventive 
science develops outdoor heating as 
well as lighting. 

From a more practical viewpoint, 
artistic lighting costs no more than in- 
artistic lighting of equal consumption. 
In fact, some of the improved types of 
flood lights are not only more beautiful, 
but seem to light up twice the area of 
old-style bulb signs using the same 
amount of current. 

The advance of aviation promises to 
carry decorative illumination to the 
very skies. A manufacturer in a suburb 
of Chicago, Illinois, now has an at- 
tractive neon sign on his roof indicat- 
ing the name of the city and the direc- 
tion of the airport to passing aviators. 
The Army officials at Bolling flying 


field in Washington have caused that 
airport to be quite a pretty sight from 
the air at night. The Woodward air- 
port at LeRoy, New York, has also 
made extensive use of colored lights in 
an effort to make the field beautiful as 
well as conspicuous to night flyers. 


B” the promise of increased usage 
of electricity does not stop with 
the outdoors; much remains to be ac- 
complished inside of the home as well. 
We are familiar with the possibilities 
of indirect lighting through our daily 
contact with it in modern cafes and 
other public places, but why not in our 
own home? 

The first barrier to these improve- 
ments in the home is probably psycho- 
logical. The public mind must be freed 
from the impression that outdoor light- 
ing or indoor modernistic lighting im- 
provements make private homes ap- 
pear gaudy, affected, and their owners 
somewhat eccentric. Naturally, it 
seems that way at first. Six years ago 
this writer heard a drug-store owner 
swear he would never get one of those 
“freakish” neon signs. Now he has 
one of the biggest signs of that type in 
his section of the city, all over the front 
of his store. 

As for interior lighting, the day is 
at hand when we should not only dis- 
pense largely with the top-heavy, feet- 
trapping, floor lamp in our homes, but 
the equally inadequate central fixture or 
wall bracket. The reason we now use 
the former is on account of the latter. 
The floor lamp has become a necessity 
for reading comfort or convenience in 
doing other close work, because the old 
immovable fixture never gave us light 
where we wanted it. The truly modern 
home dispenses with both while at the 
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Interior Colored Lighting 


6 , eames nothing has been done in an organized way in the 


matter of interior colored 


lighting for private homes in the 


United States, although it was not entirely unknown in Europe prior 
to the ‘blackout’ era. Some day there will be controlled colored 
illumination just as common in the better American home as change- 
able draperies are today. Certainly it would throw open a new field 


for experience in 


interior decoration.” 





same time improving visibility and 
lessening eye strain. Scientifically, 
there is no reason why every cubic foot 
of room space cannot be uniformly 
illuminated without the lighting ar- 
rangement being conspicuous at all. 
A CERTAIN noted moving picture ac- 

tress has installed an unusual 
lighting arrangement in her Holly- 
wood residence that may also point 
the way to future development. It 
is a system for color illumination. 
By a special blending mechanism, the 
lights are made to change from one 
shade to another to suit the desire of 
the occupant of the room, who controls 
the lighting from a small and unobtru- 
sive switchbox. 

That is somewhat unusual for this 
country. Practically nothing has been 
done in an organized way in the matter 
of interior colored lighting for private 
homes in the United States, although 
it was not entirely unknown in Europe 
prior to the “blackout” era. Some day 
there will be controlled colored illumi- 
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nation just as common in the better 
American home as changeable drap- 
eries are today. Certainly it would 
throw open a new field for experience 
in interior decoration. 

Edison himself recognized _ this 
possibility. Speaking of the incan- 
descent bulb some years after he had 
invented it, Edison said: 


No invention is perfect, and the incandes- 
cent lamp of today is not an exception. Light 
without heat is the ideal, and that is still far 
off. The electric incandescent lamp of today 
is the cheapest form of filament that has 
ever been produced, but some day it will be 
cheaper and colder than it is. There is a 
good deal of truth in the saying that the 
firefly is the ideal. It is, so far as coldness 
goes. But its color is against it. You couldn't 
use a thousand-candle firefly to match colors, 
and you wouldn’t want the insect to light up 
a street, because his light would be a hideous 
greenish-yellow. But some day we will get 
reasonably near the firefly for efficiency 
without copying his disagreeable color. The 
task needs much investigation, much re- 
search of the kind we did in 1879. 


But the barriers to popular accept- 
ance of such improvements are not en- 
tirely psychological. The fact is that 
comparatively few homes in America 
are physically prepared for them. How 
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can we ever expect to put over a 1950 
type of electric utility service program 
when many homes have 1905 type of 
wiring? They just can’t take it. 


ERHAPS as many as half the elec- 
P trified homes in America are houses 
which were wired after they were built, 
which means in many cases that three, 
or two circuits (even one in some 
places) were fished through holes 
bored in floors and joists to permit a 
central lighting fixture for each room. 
That was the 1905-type wiring job and 
wasconsidered adequate for that period. 

Even newer homes built since the 
use of electricity became a standard 
home requirement have been inade- 
quately wired in many cases. The old- 
fashioned central fixture in each room 
and one or two convenience outlets 
were the common arrangement and, of 
course, this has become literally a 
bottle-neck for the congestion of 
greater consumption of electricity. 

Home owners themselves have tried 
to overcome this bottle-neck. With the 
wave of distribution of appliances that 
swept the United States during the 
twenties, convenience outlet instal- 
lations increased. There also appeared 
the dangerous and inadequate “handy 
man” outlet installations whereby live 
wires are stapled all over the place— 
trying to widen the bottle-neck. Many 
American homes that pride themselves 
on being otherwise up to date with 
stone garages, modern heating plants, 
and fine motor cars, conceal in their 
rooms miniature forests of floor lamps, 
rooted in a tangled undergrowth of live 
extension wires running out of multi- 
ple sockets in a dozen different direc- 
tions to radios, fans, ice boxes, and the 
eternal lamps, lamps, lamps. 
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| eundedaggerapae it isn’t simply a 
matter of getting folks to install 
more, better, and safer connection out- 
lets. Even where this has been accom- 
plished, the basic wiring systems of 
many homes are very often inadequate 
to carry the load placed upon them. 
Some home owners are operating re- 
frigerators, illumination, oil burners, 
and miscellaneous appliances (some of 
them quite heavy in demand) on wir- 
ing systems intended only to provide 
light and not too much of that. 

Naturally, this situation is not only 
inconvenient, but it costs real money in 
resistance losses. Public service com- 
missioners who are so interested in 
lowering utility rates, might well look 
into the possibility of enlightening the 
consumers on this point. They think 
they do quite a neat job in obtaining, 
let us say, a 5 per cent general rate 
reduction for the consumers in their 
state—and so they do and generally 
deserve credit for it. But suppose they 
were to inform certain customers that 
they could save as much as 20 per cent 
on current used if they modernized 
their wiring? That is certainly some- 
thing to think tbout. Maybe the future 
public service commissions will have 
to be given wider home-wiring inspec- 
tion powers so that they can protect 
the consumer against the obsolescence 
of his own wiring system. 

Of course, new homes, if they are to 
keep step with modern trends, must 
provide at least adequate outlet facili- 
ties and capacity for the freest use of 
electricity, even though the actual ap- 
plication is not an immediate prospect. 
If Uncle Sam really wants to step up 
electric consumption in the home, he 
could do it more effectively by promot- 
ing more adequate wiring, wider ap- 
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pliance distribution, and modern fix- 
ture improvement in our city residences 
than by building rural lines (conceding 
that the latter is equally commendable 
from the social point of view). 
A” speaking of the possible increase 
in regulatory powers, something 
might also be done in the way of pro- 
tecting—or at least warning—con- 
sumers about cheap but shoddy appli- 
ances. If the average citizen who buys 
some of these bargain appliances (often 
made under near peon labor conditions 
in foreign countries) sold in cut-rate 
drug-stores or elsewhere were told that 
he would probably lose in current 
wasted within a few months the differ- 
ence between his purchase and the price 
of a standard guaranteed appliance 
purchased at a reliable dealer’s, he 
might hesitate to bring into his home 
something which might set it on fire. 
In short, before the American people 
as a general average can enjoy fully 
the comforts and luxuries that modern 
utility service stands ready to deliver, 
wiring systems must be literally pulled 
out and overhauled. And, while this 
paper deals primarily with electrical 


service, a somewhat similar problem 
faces the gas industry in its effort to 
promote its house-heating service. The 
difference between the 1905 era hot- 
water heating system (with its hideous, 
overgrown radiators, and “sewer pipe” 
feed lines) and the modern fast-circu- 
lating, compact heating system is often 
about 50 per cent of the fuel bill. Put 
the most efficient boiler made on the 
end of an old heating system and fuel 
bills will soar. The gas utility industry 
has to overcome this condition before 
it can become America’s head janitor. 


o en we have an important prac- 
tical problem awaiting solution. 
Patient sales plugging by utilities won't 
make people tear up their homes in 
great numbers. It may be that the 
Federal Housing Administration, 
which has done much good work along 
this line, could give the program more 
punch. Maybe if government officials, 
utilities, and regulatory authorities 
think hard enough a plan will emerge. 
Science has done its part. The new 
lamp is at hand. But how will we 
persuade Mr. and Mrs. America to get 
rid of the old one? 





Real Gassy Gas for Norwegian Jallopies 


E ing gas as motor fuel, 


XPERIMENTS are being made in Norway in the use of light- 


according to a report from the 


American consulate-general, Oslo, made public by the U. S. 
Department of Commerce recently. It was expected locally that 
the war will result in sharply curtailing Norwegian supplies of 
gasoline, the report pointed out. 

A local engineer recently demonstrated in Oslo an auto hav- 
ing a gas-filled balloon fastened on the roof of the car. The gas 
from the balloon is conveyed through a rubber hose to the car- 
buretor, which requires only a slight adjustment for the new 
type of operation. The manufacture on a large scale of gas 
balloons for autos is now under consideration, the report said. 
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How the Electric Industry 
Enriches American Life 


For one thing, says the author, it has spent close to 

ten billions of dollars for construction work in the 

last eighteen years, greatly augmenting directly and 

indirectly employment for labor ; but that, he shows, 

is only part of the story of what electric service 
means to the people. 


By CHESTER MERRILL WITHINGTON 


LOSE to ten billions of dollars 
C has been spent on construction 
work by the Electric Utility In- 

dustry alone during the past eighteen 
years. Surely this is a huge sum of 
money and may better be realized when 
placed alongside the foreign govern- 
ment debt of $11,500,000,000 owed 
the United States government ten 
years ago by thirteen European na- 
tions, including Great Britain and 
France. American electric utility com- 
panies spent an average of $554,000,- 
000 on their construction programs 
during each of these eighteen years. A 
competent authority with whom I dis- 
cussed the subject estimated construc- 
tion charges during 1939 as approxi- 
mately $500,000,000, while in the ful- 
filment of projected plans the 1940 out- 
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lay for this account may extend 
toward a more normal total. 

Just what do these large expendi- 
tures mean to the country at large? In 
their passage from the coffers of this 
one phase of public utility operation, 
these funds are widely distributed 
among the many channels of labor, 
trade, tax collectors, and, to a lesser ex- 
tent, to investors in payment of hire of 
their money without which operations 
could not long proceed. And in this 
wise the Industry pays a part of its 
debt to society. 


Wr it possible to trace accurately 
through the years the disposition 
of -the ten billions of dollars spent by 
the Industry it would be found that 
labor had received the lion’s share of 
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this huge amount—not only labor 
within the Industry itself, but labor 
employed by the various companies in 
many industries which benefited from 
orders placed with them by the utili- 
ties — transportation, manufacturing, 
mining among them. 

Rugged outdoor workers in the 
utilities’ ranks engaged in setting up 
transmission and distribution lines. 
The engineering and mechanical forces 
necessary to lay out and direct the 
many intricate problems arising out of 
planning, designing, and building gen- 
erating plants, substations, and the 
like, naturally have benefited through 
that employment. So have the hun- 
dreds of thousands of American em- 
ployees of manufacturing companies 
producing equipment and accessories 
likewise benefited. Transportation 
companies were afforded huge ton- 
nages of both raw and finished mate- 
rials incidental to this business. Last 
but not least, large sums paid by cor- 
porations and individuals in taxes— 
quite apart from taxes paid by the utili- 
ties based on earnings from their own 
operations—are all important to Fed- 
eral and state governments. 


. all-time high expenditure by 
the Industry in its construction 
program to keep pace with expansion 
and progress in the Art itself was 
$919,600,000 in 1930. In no small 
part may this record total be attributed 
to the Industry’s desire to do its full 
share in trying to help the country out 
of a depression into which it then was 
slipping. The same holds true of the 
$908,000,000 construction bill of 
1924. Even though public recognition 
was given at the time, the desire of the 
electric light and power industry to be 


a “good neighbor” quickly was forgot- 
ten by the rank and file of Americans, 

The utility industry invariably is re- 
ferred to as being “privately owned.” 
True, its actual stock and bondhold- 
ers’ lists are not identical with the total 
American population as is the case 
with such government projects and op- 
erations as TVA and Boulder dam de- 
velopments. Nevertheless it may well 
be regarded as “public” when it is 
realized that the $12,000,000,000 in- 
vestment in operating electric com- 
panies is in the hands of 5,000,000 se- 
curity holders—persons in all walks of 
life—and that a large proportion of 
utility bonds is in the hands of life in- 
surance companies and savings banks 
with their millions of policyholders 
and thrifty depositors. 


_, it would seem that the 

term “privately owned,” when ap- 
plied to the utility industry, is a mis- 
nomer. 

It is sixty years since the electric 
industry was born. Edison perfected 
his incandescent lamp and made it 
commercially adaptable in 1879. In 
1880 he began the manufacture of in- 
candescent lamps in a small way. In the 
earlier year Brush began to install iso- 
lated plants for arc lighting and in 
September, 1879, a Brush plant began 
to serve about a dozen customers from 
the world’s first central station. 

The record of accomplishment since 
that time has been one of steady 
progress. Its contributions to the 
growth and life of the nation are un- 
surpassed by any other industry. From 
the dozen customers sixty years ago on 
the west coast (the first central station 
was located in San Francisco) the 
number served by the Industry has 
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HOW THE ELECTRIC INDUSTRY ENRICHES AMERICAN LIFE 





Growth of American Industry 


66 HE story of growth of American industry, the nation’s backbone, 

is synonymous with that of the electric utilities. Their expansion 

has been intertwined. As electrification extended, improvements devel- 

oped in general industry. Costs were cut and labor-saving devices were 

made possible only as electricity was applied as motive power. The com- 

bination over the years has been a source of vast income for the nation 
and its nationals.” 





grown to upwards of 27,000,000. The 
$3,400 revenues of that pioneering ef- 
fort in 1879 (about three months’ re- 
sults) have expanded to more than two 
billions of dollars in a single year. Nat- 
urally the number of employees has 
jumped from an unidentified few at the 
start to approximately a quarter-mil- 
lion today. 

The birth of the electric light and 
power industry, indeed, was exceeding- 
ly humble. The original capacity of 
the San Francisco undertaking was a 
mere 104 kilowatts, an estimate I made 
from the meager data available. Con- 
trast this with the 36,000,000-kilowatt 
capacity of today! During the 60-year 
interim the United States has been 
largely electrified but the point of sat- 
uration is not yet reached. Rural areas 
offer the greatest field for future 
growth, and extension of electrifica- 
tion to outlying farms and sparsely set- 
tled districts is proceeding apace. 
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HAT there is sufficient generating 

capacity for all present needs and 
for immediate future requirements is 
the opinion of well-informed electrical 
engineers with whom I have discussed 
the subject. These engineers point out 
that there will be no need for greater 
facilities unless and until: 


1. Increased population develops be- 
yond its present almost flattened curve 
of growth; 

2. Industry assumes a definite up- 
ward trend calling for vastly more 
power than is needed at the moment. 


By the end of 1939 there will have 
been installed new capacity which will 
swell generating facilities to a total 
four times greater than existed at the 
end of 1917—an increase of 300 per 
cent in twenty-two years. Even under 
war-time conditions there is no likeli- 
hood, it is believed, of a power short- 
age. The Industry is too well geared 
today to have anything of that nature 
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occur. Whatever agency should be ap- 
pointed by the government to take 
charge during a real emergency, the 
personnel must of necessity be drawn 
from the Industry because of experi- 
ence and familiarity with plant and 
facilities. 

Those of our grandparents or par- 
ents who were fortunate enough to be 
within reach of the handful of early 
generating plants spasmodically dotted 
here and there had to pay high prices 
for their electricity, as is the case 
when something new and worth while 
is introduced. The equivalent of 25 
cents per kilowatt hour is chalked up 
in the early records of the business. 
That was exclusively for lighting. The 
revenue of the Industry for 1938 aver- 
aged 4.21 cents per kilowatt hour for 
household use. Today, however, this 
category includes an ever-growing list 


of accessories and gadgets as well as 
lighting with all of which housewives 
from coast to coast are familiar. 


HEN Madame uses her electric 

iron the record-low household 
rate is applied on her bill. Supplant- 
ing the iceman’s daily calls and the in- 
evitable disturbance and mess inci- 
dental thereto with modern refrigera- 
tion serviced by the local utility com- 
pany is also at the same low rate. In- 
ducement rates and the introduction of 
countless accessories, and household 
aids creating heavier loads, are respon- 
sible very largely for the steady decline 
in rates for electricity over the years. 
This has been most marked during the 
past decade. 

There is no gainsaying the fact that 
the burden of the housewife has been 
reduced very materially through the 
introduction of electricity in her home. 
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No more is it necessary to resort to 
back-breaking sessions over the old- 
fashioned wash tub; electric washing 
machines, within the reach of all, 
have supplanted that one-time monarch 
of the kitchen drudgery. Electric 
toasters, irons, coffee percolators have 
brought about many changes not the 
least of which has been the removal of 
many coal stoves and their accompany- 
ing dust and labor from modernized 
kitchens. Electric curlers for Milady’s 
hair are a delight in many a woman’s 
boudoir ; and so on through an exhaus- 
tive list of accessories developed and 
made possible through home electrif- 
cation. 

And when it comes to the cost of 
operating these bits of modernization 
alongside expenditures made for other 
necessities and some “habits,” the elec- 
tric industry more than does its part. 


HE story of growth of American 

industry, the nation’s backbone, is 
synonymous with that of the electric 
utilities. Their expansion has been in- 
tertwined. As electrification extended, 
improvements developed in general in- 
dustry. Costs were cut and _labor- 
saving devices were made possible only 
as electricity was applied as motive 
power. The combination over the 
years has been a source of vast income 
for the nation and its nationals. The 
workmen’s share was increased and 
their hours of labor shortened. Starting 
from scratch sixty years ago when 
fast-rushing streams and steam were 
the chief sources of power supply, in- 
dustry in thirty years had been but 9 
per cent electrified. Twenty years later, 
or 1929, in excess of 50 per cent of gen- 
eral industry’s power came from elec- 
tric motors. To what extent further 
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additions have been made to industrial 
electrification is not definitely known 
as figures covering this phase of na- 
tional industrial life have not been 
compiled recently. 

While all of us have been benefiting— 
many of us through an entire lifetime— 
from the marvelous growth of indus- 
try, it is undoubtedly the more personal 
touch with which the average Amer- 
ican is concerned. Just what may we 
attribute to the far-reaching use of 
electricity for our everyday comfort 
and well-being? In the first place, only 
through the vast reservoir of available 
electricity furnished by the Electric In- 
dustry is there a nonbattery radio set 
in virtually every American home. 
Whether powered by battery or by your 
local utility your receiving set would, 


of course, be valueless without pro- 
grams; and radio broadcasting, sup- 
plying such programs, requires great 
quantities of electricity from utility 
companies. 

Air conditioning also functions 
through the use of electric motors; al- 
most every modern home-heating plant 
utilizes electricity in its operation. 

In fact, without a generous contin- 
uous supply of electricity we would 
now be a sorry people as we discover 
when our service is occasionally dis- 
rupted. 

The electric -utility is a most vital 
factor in the welfare of the com- 
munity it serves. It has made and con- 
tinues to make an outstanding contri- 
bution to the lives of the American 
people. 





Economic Distribution 


6c Pema my cannot make all men equal. It can, however, make 

even the distribution of political power and establish standards 
of security within the limits of the nation’s resources and technological 
facilities. It is perfectly feasible to establish an economic floor below 
which no American citizen, however otherwise unfortunate, can fall. 
The ultimate success of democracy will depend upon the maintenance 
of such a foundation. 

“And it is at this point that the future of democracy in America looks 
brightest. It is true that we have definitely entered a period of social 
contraction. But it is equally true that we are on the threshold of an 
era of economic expansion. We have, so far as resources and produc- 
tion facilities go, touched the beginning of a golden age. We are, in- 
deed, entering an age of plenty. 

“There is a profound truth in the formula that America’s difficulty is 
less overproduction than it is underconsumption. The problem, there- 
fore, is purely a technical one—the problem of maintaining the purchas- 
ing power of the masses of people to the point where the demands upon 
industry are continuous and heavy.” 

—Paut V. McNutt, 


Federal Securities Administrator. 
153 FEB. 1, 1940 





Wire and Wireless 
Communication 


HE war abroad has imposed on the 

Federal Communications Commis- 
sion new and exacting problems in pre- 
serving the neutrality of the American 
air waves, according to the commission’s 
annual report, made public on January 
14th. 

“Policing of the ether waves,” the re- 
port stated, must now take cognizance of 
the role assigned to radio in national 
emergency. For the war in Europe is the 
first major conflict to be fought on the 
land, on the sea, and in the air with the 
inclusion of the ether. The commission 
further pointed out: 

In the World War there was no broadcast 
or high-frequency communication problem 
as we know it today; only wireless. Today 
the United States has some 800 broadcast 
stations (not to mention 55,000 amateur sta- 
tions and more than 5,000 commercial sta- 
tions), whose air messages filter to more 
than 40,000,000 receiving sets. And inter- 
national broadcasts, thanks to the short 
wave, now cut across time and distance to 
challenge any claim of isolation. 


During the past fiscal year the com- 
mission undertook to define the nature of 
services to be rendered by international 
broadcast. Subsequent outbreak of the 
European war brought about the neces- 
sity of the commission maintaining con- 
tact with other government agencies, as 
well as with the industry, in dealing with 
new problems. 

In cooperation with the State Depart- 
ment and other Federal agencies, the 
commission has effected arrangements 
with other American republics in work- 
ing out mutual communications problems. 
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The commission is charged with carry- 
ing out certain provisions of treaties and 
international agreements to which the 
United States is a party. 


% administering and enforcing laws, 
regulations, and international treaties 
pertaining to radio, the commission ef- 
fectively utilizes a field staff. The ether 
waves are, in effect, patrolled by 27 field 
offices throughout the United States and 
its possessions, augmented by 7 radio 
monitoring stations. Mobile equipment is 
useful in tracing unlicensed stations and, 
at the same time, maintaining a neutral- 
ity patrol of the ether. 

The report makes no recommendations 
for new legislation with respect to the 
Communications Act of 1934, as 
amended. Special activities by the FCC 
covered in the fiscal year included: 


Inquiry into chain broadcasting policies 
and practices, begun in 1938. Hearings, 
which ran seventy-three days, produced 
nearly one hundred witnesses, 700 exhibits, 
and nearly 9,000 pages of testimony. The 
report, when issued, will be the basis of 
possible new regulations and recommenda- 
tions to Congress. 

Inquiry into the present status of tele- 
vision. In its initial report the commission 
found television had barely emerged from 
the “technical” research stage and declared 
that careful codrdination is essential to tele- 
vision’s progress. 

Report on the special investigation of the 
telephone industry, pursuant to Congress re- 
quest. Besides achieving an initial annua 
savings to telephone subscribers of $12,000,- 
000, the report made specific recommenda- 
tions to Congress looking to stricter regu- 
lation of that monopoly. 
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Completion of a special study of radio re- 
quirements for safety of shipping on the 
Great Lakes and inland waters, also ordered 
by Congress. Canadian authorities codper- 
ated in working out mutual standards. 


During the fiscal period 7,500 applica- 
tions for various types of radio broadcast 
stations were received. Of that number, 
about 1,650 were for new or increased 
facilities, and nearly 2,300 were renewals. 
In that time the commission heard oral 
argument in more than 100 broadcast 
matters, and adopted formal decisions in 
more than 200 such cases. Investigation 
was made of 265 broadcast stations, and 
licenses of 8 stations were canceled or 
otherwise vacated. 

Public service is the basic considera- 
tion in licensing broadcast stations. “Just 
as it may be a powerful instrumentality 
for public good,” opined the commission 
ina recent case, “so a broadcast station 
has potentialities of causing great public 
harm, and it is accordingly imperative 
that the limited broadcast channels be- 
longing to the public should be entrusted 
to those who have a sense of public re- 
sponsibility.” 


hip continued growth of the broad- 
cast industry was reflected in the 
number of new stations and increased 
facilities. Twenty-nine new broadcast 
stations were licensed and 76 applications 
were denied. During the year the com- 
mission increased the license period for 
standard broadcast stations from six 
months to one year. 

For the 1938 calendar year, 660 
standard broadcast stations reported total 
broadcast revenues of more than $111,- 

000, or a net broadcast income of 
nearly $19,000,000. At the same time 
these stations employed 23,000 persons 
with a payroll in excess of $45,000,000. 
_Notable contributions of the commis- 
sion during the fiscal period were the 
adoption of revised rules and regulations 
governing all radio services, and simpli- 
fication of the administrative procedural 
process. In addition to its normal func- 
tions, the commission’s law department 
dealt with litigation of increasing volume 
and importance. 
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Interest in the amateur field was at- 
tested in nearly 50,000 licenses issued to 
these operators. In addition, more than 
15,000 commercial operator licenses 
were granted. More than 550 new police 
radio systems—mostly in the smaller 
communities — were authorized, and 
nearly 250 forestry radio systems were 
approved. 

In the fiscal year reported, the com- 
mission received and studied nearly 17,- 
000 communications tariff schedules. 
About 1,200 point-to-point telephone ap- 
plications were examined. In the in- 
terests of safety at sea, approximately 
16,500 ship radio inspections were made. 

Under its mandate to “study new uses 
for radio, provide for experimental use 
of frequencies, and generally encourage 
the larger and more effective use of radio 
in the public interest,” the commission, 
through its engineering department was 
said to be investigating many communi- 
cations techniques and_ refinements, 
launching the most comprehensive study 
of sunspot effect on communications yet 
undertaken, charting ground frequency 
wave field intensities, and studying tele- 
vision frequency modulation, directional 
antenna, facsimile reproduction, inter- 
ference from electromedical devices, 
aufomatic devices to receive distress 
signals on shipboard, and new types of 
carrier telephone systems. 

* * KF * 

N January 10th the U. S. Supreme 
Court plainly indicated that it 
would dismiss the appeal of the Bell 
Telephone Company of Pennsylvania 
from the $600,000 intrastate toll rate re- 
duction ordered by the commission of 
that state. This was seen as the result 
of the refusal of the court to hear the 
argument of counsel for the Pennsyl- 
vania commission or for the National 
Association of Railroad and Utilities 
Commissioners (which had filed a brief 
as amicus curiae), after most of the Jus- 
tices of the court had peppered counsel 
for the Bell Telephone Company of 
Pennsylvania with questions plainly in- 
dicating doubt as to Federal jurisdiction 

of that controversy. 
The appeal was taken by the Penn- 
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sylvania utility after a state court had 
upheld the rate reduction order of the 
Pennsylvania commission which was 
based solely on a comparison between in- 
terstate long-distance rates and intra- 
state long-distance rates of the same sys- 
tem. The Pennsylvania commission had 
ordered the telephone company to reduce 
its intrastate long-distance rates to the 
level that would conform with the volume 
reductions previously made in its inter- 
state long-distance rates—the difference 
amounting to approximately $600,000 a 
year. 

The state court had ruled that the 
Pennsylvania commission could order 
such a reduction on grounds that users 
of the intrastate long-distance service 
were being discriminated against, even 
though the commission made no formal 
finding as to the unreasonableness of the 
intrastate rates per se. 

Most of the questions from the Jus- 
tices expressed doubt as to the jurisdic- 
tion of the Federal courts to hear an ap- 
peal from a state commission rate order, 
where there was no evidence or showing 
that the rates actually ordered into 
effect were of themselves unreasonable 
or confiscatory. The utility counsel had 
argued his case solely on the ground that 
the failure of the state commission to 
support its rate order with findings as 
to the inherent unreasonableness of the 
rate schedules displaced was a denial of 
due process. 


fi ee process in this instance, how- 
ever, was conducted under author- 
ity of state regulatory law, upheld by the 
state courts. Mr. Justice Stone observed 
that the Supreme Court “would be kept 
extremely busy if we were asked to rule 
on the constitutional mistakes of the 
state laws.” Mr. Justice Black thought 
that the mere fact that it was more ex- 
pensive in some instances to place intra- 
state toll calls over the same system for 
shorter distances than for interstate toll 
calls was prima facie evidence of un- 
reasonable discrimination. Mr. Justice 
McReynolds wondered why validity of 
the state law had not been challenged in 
the state courts. Examination of tele- 
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phone counsel strongly indicated that the 
appeal would be dismissed for lack of a 
Federal question. 

. 2 +s 


HAIRMAN Wheeler of the Senate In- 
terstate Commerce Committee said 
early in January that he would favor the 
proposed telegraph consolidation if ade- 
quate safeguards were set up to protect 
labor and prevent monopolistic practices, 
Mr. Wheeler said: 


It is a natural monopoly and at the present 
both Western Union and Postal are destroy- 
ing each other. However, I would have to 
know that labor will be taken care of before 
I approve consolidation. The consolidated 
organization would still compete with the 
telephone, air mail, and radio, and _ this 
competition must be protected. 


The American Federation of Labor 
served notice last month that it would 
oppose the proposal for a consolidation 
of the Western Union and Postal Tele- 
graph companies. A statement issued by 
the New York headquarters of the Com- 
mercial Telegraphers Union, the AFL 
affiliate in the field, said: 


The question of consolidation of Postal 
Telegraph with Western Union poses a labor 
and unemployment problem of great pro- 
portions. Western Union has about 45,000 
employees in the country, Postal about 15,- 
000. Postal is a bankrupt company, with pay 
scales in some cases as much as 50 per cent 
below those prevailing at Western Union. 

The American Communications Associ- 
ation, affiliated with the CIO, has a union 
contract with Postal on a national agreement 
basis. The Commercial Telegraphers 
Union, on the other hand, is concededly the 
dominant trade union in Western Union. 

The CIO organization has been engaged 
in feverish activity in favor of a merger of 
the two companies—and merger in a hurry 
—in spite of the fact that, according to the 
United States Bureau of Labor Statistics, 
probably 15,000 jobs would be wiped out by 
a merger. ; 

The merger plan of the CIO is being pro- 
moted by it in an effort to find a place to put 
its Postal membership in the face of the 
acknowledged uncertainty of Postal being 
able to remain in business. 

Western Union employees are naturally 
filled with intense apprehension as to their 
employment security. They now have jobs 
and a measure of security, albeit susceptible 
of improvement, in a solvent and going con- 
cern which is likely to remain in the tele- 
graph business for many years to come. 
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WIRE AND WIRELESS COMMUNICATION 


They cannot calmly view a suggestion that 
they shall, in large numbers, give up their 
jobs so as to make room for Postal em- 
ployees and to enable the self-seeking 
American Communications Association to 
save its face as a national labor organization. 

Neither can the employees of Western 
Union consider with equanimity the threat 
to their wage standards by the infiltration 
into Western Union of the pittance-wage 
policy of Postal Telegraph. 


Because of the mounting opposition 
from labor circles, in view of the con- 
troversial character of the proposed 
legislation in the light of approaching 
general elections, it was believed by 
Washington observers unlikely that Con- 
gress would hasten to dispose of the FCC 
merger recommendation at the current 
session. Senator White of Maine, rank- 
ing Republican member of the Senate 
Interstate Commerce Committee, ex- 
pressed his desire to have the domestic 
telegraph report considered at the same 
time as the international communications 
section which has not yet been completed 
by the FCC. This may delay the com- 
mittee at the outset in making progress 
with any telegraph merger legislation. 

a. =e 


EARING on complaint of the depart- 
ment of public service of the state 
of Washington against rates charged by 
the Pacific Telephone & Telegraph Com- 
pany, serving the states of Washington, 
Oregon, California, Nevada, and a por- 
tion of Idaho, was ordered by the Fed- 
eral Communications Commission on 
January 8th. Commissioner Paul A. Wal- 
ker, who has handled this case, will sit 
at the hearing at Seattle at 10 o’clock on 
February 26th and at San Francisco at 
10 o’clock on February 29th. 

In a formal complaint filed with the 
commission on June 28, 1939, the de- 
partment of public service alleged that 
the rates, charges, and practices of the 
Pacific Telephone & Telegraph Company 
in interstate service between points within 
that state and points in the other states 
it serves “are unjust, unreasonable, ex- 
cessive, and unreasonably discrimina- 
tory” to patrons within the state of 
Washington. 

_ On August 8th the commission, hav- 
ing also under consideration the inter- 


state rates of the Pacific Telephone & 
Telegraph Company and its wholly 
owned subsidiaries, Bell Telephone Com- 
pany of Nevada and Southern California, 
ordered an investigation into the “rates, 
charges, classifications, services, and 
practices applicable to the interstate 
communication service within the terri- 
tory served by these companies.” 

On November 15th the commission as- 
signed Commissioner Walker to the case. 
The hearing is set on the basis of evi- 
dence presented, and in codperation with 
the regulatory authorities of the states 
concerned. Each state regulatory body 
has been invited to designate a represent- 
ative to sit with the presiding commis- 
sioner at the hearing. 

Meanwhile, out on the West coast the 
Pacific Telephone & Telegraph Company 
requested the Washington Department 
of Public Service to suspend its ruling on 
proposed statewide changes in the tele- 
phone rate structure for seven months. 
The company agreed to waive the pre- 
viously established “deadline” for statu- 
tory disposition of its originally proposed 
rate changes. 

Attorney Raymond D. Ogden, repre- 
senting the Seattle Telephone Users’ 
League, said subscribers who have been 
fighting the rate changes and represent- 
ing the city of Seattle, King county, and 
the state “have saved subscribers” $3,- 
200,000 by delaying rate increase. 

* * * x 


A the 14 per cent city wage tax went 
into effect in Philadelphia on the 
first of the year, nearly 6,000 employees 
of the Bell Telephone Company who live 
or work in the city, joined the fight 
against the levy. Two suits by wage 
earners, backed respectively by the CIO 
and AFL, are contesting the validity of 
the tax in the state courts. 

Telephone workers through attorneys 
for their respective employee groups an- 
nounced that they have filed protests with 
the Bell Telephone Company of Penn- 
sylvania against deduction of the tax 
from their wages and have warned the 
company it would be held responsible 
for any loss suffered by employees in 
the event such deduction should be made. 
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Financial News 
and 
Comment 


By OWEN ELY 


The Associated Gas Bankruptcy recent resignation of President Mange, 
together with other. changes in the off- 


cial line-up, doubtless proved a handicap 
in attempting to maintain solvency. 


ITH dividend and interest income 
from its sole subsidiary (AG&E 
Corporation) shut off by recent SEC or- 
der, Associated Gas & Electric Company HILE the primary cause of bank- 
filed a petition for reorganization in the ruptcy may have been refusal of 
Federal District Court at Utica, January the RFC to grant a loan to take care of 
10th. The AG&E Corporation followed the Corporation’s March Ist $8,500,000 
suit one day later. Federal Judge Bryant bond and interest maturity, this obstacle 
ordered hearings in Utica February 27th should not have proved insuperable, 
to consider objections to any trustee ap- since bank loans were relatively small 
pointed in the meantime, but a hearing and the system had ample collateral. The 
on the court’s jurisdiction was to be held _ real cause was doubtless the SEC order 
January 23rd. It is quite possible that questioning “up-stream” payments of 
the SEC will be made trustee, but As- interest and dividends to the top hold- 
sociated interests hope that a man famil- ing company. This device (the right to 
iar with the system may become cotrustee. forbid payments out of unearned sur- 
AG&E Company owns $73,419,797 plus) has been applied to several other 
debentures and notes of the Corporation, __ utility systems in the past year, but with 
together with the entire capital stock. less disastrous results than in the Asso- 
However, the notes are subordinate to ciated case. The SEC first lopped off the 
all long-term debt of the Corporation income received by AG&E Company 
held by the public, which totaled $176,- from the Corporation, and then threat- 
580,845 at the end of 1938. This would _ ened to cut off the latter’s income from 
seem to give holders of the Corporation one of its three important subholding 
bonds a much stronger claim on the sys- companies. Another subholding com- 
tem portfolio than Company bondhold- pany is also threatened with loss of divi- 
ers, whose rights seem dubious except dends from one of its best operating 
for historical considerations. The Com- units, Metropolitan Edison. 
pany’s bonds have been selling recently Apparently the SEC was dissatisfied 
around the same general level as the with Associated’s plans for integration. 
junior Corporation issues (the deben- While the Associated system has in re- 
tures of 1978) but the fact that the lat- cent months issued a number of publicity 
ter are unlisted and less available for releases regarding plans for merging 
bank loans may be a market factor. various groups, selling isolated proper- 
There was perhaps less fear of bank- ties, etc., it apparently accomplished lit- 
ruptcy at this time than on many past tle toward meeting SEC desires for a 
occasions. The two top companies have _ substantial write-down of top holding- 
for many years been “hovering on the company capitalization. 
brink,” due to overcapitalization, and The Associated Company, in its ap- 
were probably saved only by the financial _ plication to the court for reorganization 
and legal wizardry of Howard C. Hop- under Chapter X of the Chandler Act, 
son. Mr. Hopson’s serious illness and the adopted the unusual procedure of filing 
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FINANCIAL NEWS AND COMMENT 


a new plan for merger and recapitaliza- 
tion of the top holding companies, su- 
perseding the two plans which had 
proved unacceptable to the SEC. Copies 
of the plan are not yet obtainable; but, 
according to press reports, the new Asso- 
ciated Gas & Electric Corporation would 
be capitalized with $111,699,782 long- 
term debt (principally 20-year collateral 
44s), 11,143,910 shares of no par com- 
mon stock, and 7,189,190 warrants en- 
titling holders to purchase one share of 
new common stock at $12.50 a share 
within five years. Holders of the numer- 
ous classes of bonds, “obligations,” pre- 
ferred and common stock, scrip, etc., of 
the two Associated companies would re- 
ceive new bonds and/or common stock 
(or warrants) in varying proportions. 
The Corporation 8s due March 15th 
would be paid in cash or extended for 
five years with a first lien. Following 


reorganization, voting power would be 


held by present security holders on the 
following approximate basis: 
AG&E Company debentures 
i © obligations 
scrip 
preferred stock .. 
AG&E Corp. conv. debentures 1973 7 
“ “ ° “ 1978 4 


income 7 


“ “ 


Utilit. Employees Securities Co. 
all securities.... 4 
100% 


The plan would reduce present bond 
issues (including obligations and scrip) 
by nearly 60 per cent, but whether the 
amount of the reduction or the terms of 
exchange would prove satisfactory to the 
SEC, the court, the Treasury Depart- 
ment (which holds tax claims against 
certain securities), and the various pro- 
tective committees now being organized, 
remains to be seen. While it was, no 
doubt, an admirable gesture to present 
the court with a ready-made plan, there 
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NuMBER OF TimEs AssociaATED Gas SysTEM INTEREST CHARGES WERE EARNED 
(On OvVER-ALL Basis) 
(Twelve Months Ended September 30, 1939) 
Operating Companies and Subholding Companies 
Interest, preferred dividends, and minority interest 


AG&E Corporation 
8% bonds due 1940 
Debentures due 1973 
Debentures due 1978 
AG&E Company 
Fixed interest debentures 
Income debentures 
Scrip certificates 


ANALYSIS OF ASSOCIATED GAS SySTEM REVENUES AND EXPENDITURES 
(Twelve Months Ended September 30, 1939) 


Total System Revenues 
Expenses, charges, etc. : 


Operating Companies and Subholding Companies 


Operating expenses 
Maintenance 
Depreciation 
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Preferred dividends 
Minority interest 
AGG&E Corporation 
Expenses, taxes and charges 
AG&E Company 


Interest and amortization ................ 


Balance of income 


see om 


Millions 
of Dollars 
$133.6 


% of Total 
Revenues 
100.0 
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is naturally some skepticism regarding 
its chances for survival. Moreover, the 
attempt to salvage a substantial amount 
of bonds, together with an approximate 
43 per cent equity interest for security 
holders of the top holding company, 
seems overoptimistic, considering the 
rather slender claims on system assets 
indicated by present priority rights. 


a, of the problem of clear- 
ing up the débris of the two top 
companies, the three subholding com- 
panies, Associated Electric Company, 
General Gas & Electric, and NY PA NJ 
Utilities, seem reasonably sound, as in- 
dicated in the accompanying tables. 
However, the SEC apparently intends 
to dig deeper into the system structure, 
possibly throwing Associated Electric 
Company into bankruptcy. 

From a geographical point of view, 
about two-thirds of system revenues are 
obtained in the adjoining states of New 
York, Pennsylvania, and New Jersey 
(NY PA NJ and Associated Electric 
Company). These two systems, if 
thrown together, would form a well-in- 
tegrated system, since nearly all prop- 
erties are 100 per cent controlled. Gen- 
eral Gas, whose properties are scattered 
along the Atlantic seaboard from Dela- 
ware to Florida, might have to be segre- 
gated under § 11, and a few isolated 
units in Ohio, Indiana, Kentucky, etc., 
will doubtless have to be sold. However, 
when the final smoke of battle is cleared 
away the northern nucleus of the Asso- 
ciated system should remain undisturbed 
as a sound group of operating properties. 


¥ 


Consumers Power Case Raises 


Issue of Capital Set-up 


A™ perusing the 80-page SEC de- 
cision on the Consumers Power 
bond issue (handed down December 
28th but distributed around mid-Jan- 
uary), utility executives are wondering 
whether the industry faces new prob- 
lems in the raising of capital for improve- 
ment. 


FEB. 1, 1940 


Many executives have contended that 
they are unable to balance their capital 
structures by issuing common stocks, due 
to New Deal policies which have de- 
pressed utility equities. But in this case, 
with outstanding stock wholly owned by 
the parent company, Commonwealth & 
Southern, the sale of common stock to 
the public (the desirability of which 
seems implied in the commission’s deci- 
sion) would raise new problems of 
minority interest, thus confusing the in- 
tegration program under § 11. The case 
is therefore quite different from those in 
which part or all of the common stock is 
already in the hands of the public, with 
a seasoned market. 

The decision in the Consumers Power 
Case seems to indicate that the commis- 
sion was irritated over the Otis & Co.- 
Norris-Willkie episode, and took this op- 
portunity to find fault with the issue. 
Certainly the commission’s previous deci- 
sions did not indicate that it was particu- 
larly concerned about the proportion of 
common stock and surplus to total 
capitalization. 

For example, in the case of the huge 
Pennsylvania Power & Light issue last 
August, only 9 per cent of total capital 
was represented by common stock. More 
recently the SEC approved the finance 
programs of Public Service Company of 
Indiana and Northern Indiana Public 
Service Company, both of which had 
stock ratios which were approximately 
one-half that of Consumers Power Com- 
pany. 

While the SEC apparently left the 
door open for Consumers Power to ap- 
ply for a rehearing, the status of the case 
still remains confused. Mr. Willkie’s 
statement that he may be compelled to 
cancel $10,000,000 expansion plans, re- 
ducing employment, has resulted in con- 
siderable press criticism and a move 1s 
reported to consider congressional in- 
vestigation of SEC tactics. 

In view of the interest in capital struc- 
tures aroused by the decision, the accom- 
panying table showing the capital set-up 
(as of December 31, 1938) of leading 
utility operating companies should be o! 
interest. 
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New Financing Slows Down 


OSSIBLY due to the obstacles encoun- 

tered by Consumers Power, the con- 
tinued sniping at the investment banking 
fraternity by New Dealers in the TNEC 
hearings, the Associated Gas bankruptcy 
case, and the disappointing stock market, 
plans for utilities’ financing appear to be 
slowing down. During 1940 thus far, of- 
ferings have consisted of the reduced 
Consumers Power issue, the American 
Gas financing, and $3,750,000 Ohio Wa- 
ter Service first 4s of 1964, offered at 
$103. The $26,000,000 Kentucky Utili- 
ties Company first mortgage bonds, to- 
gether with $6,000,000 serial debentures, 
are expected shortly. 

Dayton Power & Light Company (Co- 
lumbia Gas system) has taken initial 
steps toward registering $25,000,000 first 
3 per cent bonds due 1970, proceeds of 
which will be used to redeem $19,015,010 
of 34 per cent refunding bonds due 1960, 
with the balance reimbursing the treasury 
for capital expenditure. The 34s were is- 
sued in 1935 and the AAA rating as- 
signed by Moody’s is explained by the 
large earnings coverage, 4.71 times in 
1938 and 5.55 in 1937. The bonds will be 
underwritten by a large Morgan Stanley 
& Company group. However, a member 
of the city commission of Dayton has re- 
quested the Ohio Public Utilities Com- 
mission to “use its broad powers to re- 
quire competitive bidding,’ which may 
delay the SEC decision at Washington. 
A show cause hearing was set for Jan- 
uary 24th to decide whether there was 
“arm’s length bargaining.” 

This is probably the first instance in 
which a 34 per cent utility bond has been 
redeemed. About $2,000,000,000 of 34s, 


& 


Borrower and Underwriter 
Jersey Central P. & L. Co. Ist 
Jersey Central P. & L. serial notes 
The First Boston Corp. 
Penn. Water & Power Co. 34s 
White Weld & Co. 


New Bagland Power Copdst: .o..occcccccecesc 


Competitive Bidding 
Marion-Res. Power Ist 34s 
White Weld & Co. 
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34s, and 4s have been issued by utilities 
lately. It is also reported that Public 
Service Electric & Gas is considering re. 
funding a privately held 34 per cent 
issue. A number of 4 per cent issues 
have been refunded and several 34s 
(the latest being Consumers Power) 
In considering what proportion of the re. 
maining issues might be eligible for sec. 
ondary refunding, it would probably be 
necessary to exclude most issues with 
call prices above 105 (because of the high 
premium required on the new issue) to- 
gether with issues selling currently be. 
low the redemption price. Remaining 
issues would probably not amount to a 
very big total. Moreover, the bond mar- 
ket may again prove susceptible to war- 
time fluctuation—as occurred last Sep- 
tember, resulting in a 3-month cessation 
of offerings. 

Held-over utility registrations now in- 
clude the ones listed below. 


+ 
Corporate News 


uBLIC Service Corporation of New 

Jersey has authorized a construction 
budget of $17,500,000 for 1940 com- 
pared with $23,500,000 last year (the 
latter including $12,000,000 for a new 
unit at Burlington). 


Further progress toward acquisition 
of the Interborough-Manhattan proper- 
ties by New York city was recently indi- 
cated by formal advertisement of the 
notice of sale of Manhattan Railway 
properties. 


Chairman Dahl and President Menden 
of Brooklyn-Manhattan Transit Com- 
pany warned security holders that failure 


Coupon Due Amount 
1964 $39,000,000 
1940-49 3,225,000 


1970 10,962,000 
1969 9,650,000 
7,750,000 
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of the city to acquire the properties will 
involve either receivership or a voluntary 
recapitalization to extend debts, reduce 
charges, and readjust stock. Letters were 
sent to security holders of the Brooklyn 
& Queens Transit Corporation, who 
have proved recalcitrant under leader- 
ship of the Ewen committee. Suit has 
been brought against the B&OT Com- 
pany for payment of Brooklyn City and 
Newtown Railroad first consolidated 5s 
which matured July 1st last year ; bond- 
holders were offered only $750 under the 
plan. 


In contrast to the lag in its interim 
statements, American Telephone has al- 
ready issued a preliminary earnings re- 
port for the calendar year (partly esti- 
mated for December). Earnings amount- 
ed to $9.23 a share compared with $8.16 
in 1938. On a consolidated system basis 
for the twelve months ended November 
30th, earnings were $10.11 compared 
with $8.21. In the quarter ended Novem- 
ber 30th, $2.97 a share was earned com- 
pared with $2.29, despite an increase of 
about $3,625,000 in taxes for the quarter. 


According to press reports, American 
Telephone and Telegraph Company is 
willing to codperate in the proposed 


merger of Western Union and Postal 
telegraph facilities by considering the 
sale of its own telegraph properties to the 
merged companies. AT&T teiegraph 
business grosses about $25,000,000 a 
year, including the networks of press 
wires and teletypewriter service. 


The assets of Utilities Power & Light 
Corporation, $300,000,000 holding com- 
pany, were transferred January 2nd to 
the Ogden Corporation. However, coun- 
sel for the common stockholders are at- 
tempting an appeal to the circuit court. 
Holders of the 54 and 5 per cent deben- 
tures (other than Atlas Corporation) 
were given the option of taking either 
preferred or common stock, in the ratio 
of 84 shares of new common for each 
share of new preferred. 


General Telephone is planning to re- 
tire its $3 convertible preferred stock at 
$50 per share, and the $6 preferred stock 
of General Telephone Allied Corpora- 
tion at $106.50 per share, from the pro- 
ceeds of the sale of a new $2.50 preferred 
stock at close to a 5 per cent basis. Re- 
demption of the subsidiary’s preferred 
stock would permit payment of divi- 
dends on the common, which is entirely 
owned by the parent company. 





WORLD’S NATURAL GAS PRODUCTION. 


UNITED STATES 
88% 


National Industrial Conference Board. 





1937 estimated total: 2,661,000,000,000 cubic feet. 


WORLD’S DEVELOPED WATER POWER. 


Yational Board. 
World total, 1935: 55,000,000 horsepower. 
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What Others Think 


Taxation versus Regulation As a 
Factor in Utility Rate Making 


PUBLIC utility company pays no 
taxes itself—they are all borne by 
the consumer. This is the sweeping gen- 
erality which often finds expression in 
discussions of public utility regulation 
and economics. To some extent it is 
quite justified. Rates charged by a public 
utility are determined by commissions 
who are supposed to fix them in such a 
way as to meet all operating expenses— 
including taxes—plus a fair return. 

But by using the same reasoning, the 
consuming public pays all industrial 
taxes. Industrial ownership in competi- 
tive businesses must absorb the amount 
laid out for taxes in the prices charged 
for their commodities or services. Over 
and above this, industrial management, 
in general, must obtain a profit or it will 
be eventually forced out of business. 
And so, when we buy groceries, cloth- 
ing, tobacco, and so forth, we—the con- 
suming public—pay our proportionate 
share of the taxes levied on groceries, 
clothing, and tobacco, respectively, just 
as we pay gas, electric, and telephone 
taxes through the medium of our 
monthly utility bills. 

There is a difference, of course, be- 
tween the forms of registering the rev- 
enues derived from our purchases as be- 
tween utility and nonutility transactions. 
Because it is a regulated monopoly, 
utility operating expenses — including 
taxes—must be formally recognized, as 
such, by rate-making authorities. And a 
reasonable return on rates calculated to 
yield an additional reasonable amount 
of profit must be allowed (although not 
“guaranteed,” as some writers on the 
subject erroneously express themselves ). 
The grocer, on the other hand, simply 
figures out his own price list to cover 
taxes and other expenses, and as much 
additional profit for himself as possible. 
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B: during the recent depression, spe- 
cial taxation of utilities emerged in 
some cases as a Sort of substitute for 
regulation. An interesting discussion of 
this situation was contained in a recent 
article in The Journal of Land & Public 
Utility Economics (November, 1939) 
by Jesse V. Burkhead, of the faculty of 
the University of Wisconsin. It was en- 
titled the “Incidence of Public Utility 
Taxation.” ; 

Mr. Burkhead agrees that, as a mat- 
ter of legal theory, taxes constitute no 
burden on utility ownership because the 
management can always demand a rate 
schedule that will allow a return over 
and above what is necessary to compen- 
sate for tax payments. As a practical 
matter, however, he says there are two 
exceptions to the validity of this gener- 
ality : 

(1) The lag inherent in the regulatory 
process can impose the burden of taxa- 
tion on management during a very sub- 
stantial period which elapses between the 
imposition of the tax by the legislative 
board and the consideration of that tax 
by a regulatory commission for rate- 
making purposes. A variation of this 
condition arises during an economic de- 
pression when utility revenues fall, but 
operating expenses fall in smaller pro- 
portion, and where a utility is unwilling 
to demand an increased rate schedule for 
obvious reasons under such circum- 
stances. : 

(2) If the full monopoly price is al- 
ready being charged for a utility’s prod- 
uct, no price change will increase the net 
revenues. Thus, where a utility’s rate 
structure has already reached a point of 
diminishing return (such as during the 
recent depression when desertion of 
patronage in some cases actually re 
quired rate reductions regardless of net 
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earnngs), the increased tax burden im- 
posed by the legislatures inescapably 
falls upon the ownership. The theoretical 
right of a utility to seek a rate increase 
is of no value in such a situation. 


t was not until 1920 that the conven- 

tional concept of “regulated inci- 
dence” became established for all taxes, 
including income taxes, paid by utilities. 
This doctrine was generally accepted, 
says Mr. Burkhead, until the beginning 
of the depression, but “since that time it 
would seem that increased utility taxes 
have operated to place a burden on own- 
ership rather than on the utility’s custom- 
ers.” Thus increased taxes have created 
a burden because they have lowered the 
rate of return on a utility’s investment. 

Mr. Burkhead goes on to state that 
most of the increased tax burden on 
utilities came as a result of the search by 
both state legislatures and Congress for 
more stable revenue sources, which in ef- 
fect came to mean taxes on consumption. 
Thus, we have the 3 per cent Federal 
excise tax on electric energy and the 
adoption by many states of gross revenue 
taxes applicable to utility companies. 
And yet, under the prevailing depres- 
sion circumstances, utility rates could 
not be raised in proportion. The trend 
generally was in the opposite direction. 

Mr. Burkhead concedes that eventu- 
ally all these taxes will come out of the 
revenue paid by utility customers. But 
the burden of these new taxes came to 
rest in the first instance on utility own- 
ership. He added that if rate schedules 
had been revised to keep the return of 
utility investment in line with general 
cost trends and if taxes had not been in- 
creased, utility customers today would 
be enjoying much more service at much 
lower rates. 


A” so, as a characteristic of this pe- 
{\ riod of changing regulatory rela- 
tions, Mr. Burkhead declares that public 
service commissions came to rely less on 
rate regulation through valuation and 
more on regulation through bargaining 
and competition. As an example he points 
to the Wisconsin commission which has 


used formal valuations in only three or 
four rate cases since the reorganization 
of that commission in 1931. 

This author also states that despite im- 
provements made in the technique of 
regulation during recent years, the great- 
est obstacle to effective regulation has 
been the attitude of the courts towards 
the work of the commissions. This has 
had a tendency to make utility rates less 
elastic than they should be. It causes 
commissions, under the pressure of 
courts, to cling to a given rate of return 
because it has received previous judicial 
sanction as “reasonable.” Mr. Burkhead 


added: 


When economic conditions are relatively 
stable, lags in the regulatory process have 
less significance than during times of rapidly 
changing cost and income structures. In such 
periods, of which the last decade is a notable 
example, taxation becomes an important in- 
strument of regulation, returning to the 
community excess earnings which would 
otherwise be retained by the utility. An ever- 
present danger, of course, is that the legis- 
lature will act unreasonably, and that taxes 
used to supplement the regulatory process 
will become oppressive. In such a situation, 
resort to the courts might bring relief only 
after the utility’s financial condition had been 
greatly impaired. To say that such a situa- 
tion should be guarded against would be 
putting the case mildly. Another danger is 
that taxes, imposed at a time when there is 
no possibility of obtaining lower rates, may, 
at a later date, be used by the utilities to 
defer rate reductions which would benefit 
the entire community. 


He said that there are two possible 
motives for the imposition of special 
taxes on utilities: (1) A deliberate addi- 
tion to the fiscal system in which the 
feasibility of the utility tax should be 
considered in relation to other sources 
of revenue; (2) as a sort of supplement 
or even a substitute to fill in the gaps in 
the regulatory process in an attempt to 
insure that utility owners will receive no 
more than a fair return on their invest- 
ment. 


M* Burkhead then summarized four 
possible conditions of relationship 
between utility regulation and utility 
taxation. The first would be good regu- 
lation with no special utility taxation 
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other than general business taxes. This 
would be the public service commission’s 
ideal, but can be obtained only where the 
courts allow commissions latitude and 
where economic conditions are relatively 
stable. However, this set-up enables 
utility customers to obtain abundant serv- 
ice at low cost even though it requires 
legislatures to abandon utility taxes as a 
source of emergency revenue. 

The second condition would be where 
regulation is poor and there is no special 
utility taxation. This is reviewed as “the 
least desirable alternative.” The third 
condition is poor regulation but with 
reasonable and temporary special taxes. 
This is regarded as a practical necessity 
under the circumstances, but “every at- 
tempt should be made to perfect the sys- 
tem of regulation and, as this is done, 
special taxes on utilities should be 
repealed.” 

The fourth condition would be poor 
regulation plus the imposition of un- 
reasonable, permanent taxes. This is 


regarded as a “possible outgrowth” of 
the third condition. In other words, there 
is grave danger that legislatures may be 
unable to break the habit of devising spe- 
cial taxes for utilities. In short, Mr, 
Burkhead regards the first condition as 
the best, but adds: 


. .. During times of rapidly changing eco- 
nomic conditions when regulation becomes 
inadequate, temporary and reasonable spe- 
cial utility taxes may well be used to sup- 
plement regulation. 

To resort to taxation as a means of regu- 
lation by no means implies that the usual 
regulatory machinery is useless; it does 
mean that under certain conditions the or- 
dinary processes of regulation are unable to 
cope with the problem. But if the result is 
to be in any measure satisfactory, the fact 
must be recognized that the power of regula- 
tion and the power of taxation are not mu- 
tually exclusive, but that both are designed 
to serve the entire community. 


According to this view, taxation and 
regulation used together can more 
equitably resolve the conflicting interests 
in public utility relationship. 





Is Federal Action Vital to Economic Freedom? 


HE question of governmental action 

versus free enterprise was termed 
“a false and mythical issue” by David E. 
Lilienthal, power director of the Tennes- 
see Valley Authority, in an address at 
the Columbia Graduate Economics Club 
at Columbia University in New York 
city on January 15th. He said: 

Only an economic illiterate would deny 
that to secure and promote economic free- 
dom governmental action has often been 
appropriate and necessary, and only a doc- 
trinaire would assert in the face of facts 
everywhere about us that private business 
is the sole fountainhead of economic prog- 
ress. 


The chief means by which the TVA 
hopes to benefit the country were sum- 
marized by Mr. Lilienthal as follows: 


By rebuilding and fortifying the soil 
upon which our hopes of a rising 
standard of living depend, and by 
methods which stimulate and strength- 
en private enterprise of farming. 
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By technical research resulting in 
new industrial processes and machin- 
ery, and by making available and in- 
terpreting the facts concerning the 
region’s resources for use in the initia- 
tion and growth of private enterprise. 
By establishing and securing adoption 
of a mass-consumption pricing policy 
for electricity. 

By controlling destructive flood wa- 
ters and furnishing an improved water- 
way for the movement of commerce 
and for public recreation. 

By the regional integration of agen- 
cies, public and private, Federal and 
state, upon which future economic 
growth depends. 


After describing in detail the work 
planned under each of these divisions 0! 
enterprise, Mr. Lilienthal said: 

Sometimes you may add two and get zero. 

Thus, technical research in the processing 


of farm raw materials, without regard to 
the life of the soil from which the raw 
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materials come, may result in an exhaustion 
of the soil. That may mean the early death 
of the manufacturing operation which relies 
upon those farm raw materials. The desolate, 
abandoned sawmill towns of northern Wis- 
consin and Michigan, in the midst of cut- 
over forest land, are a bitter demonstration 
that the addition of an industrial operation 
and a great natural resource may, if codr- 
dinated planning is absent, prove that two 
and two sometimes are zero. An agency re- 
sponsible for the general increase of eco- 
nomic well-being in a region is under a duty 
to see that such two activities as these are 
carried on so they will not cancel out each 
other, but will, by integration, add a plus 
value, 

Likewise, an agency, public or private, 
whose sole responsibility is to supply elec- 
tricity to farmers, might push as hard as 
possible for an increase in electric revenues 
regardless of how the farmer used the power. 

he TVA, having not only a business re- 


sponsibility for rural electric revenues but 
an even greater public responsibility for re- 
gional security, is not free to concentrate 
alone on building up revenues. The pressure 
on farmers to pay the electric bill for con- 
veniences might mean less funds available 
for the protection and increased fertility of 
the soil. 


He concluded that TVA’s contribution 
to expanding economic opportunity is 
aided by its role as a regional planning 
agency. 

Mr. Lilienthal did not discuss the is- 
sues sometimes raised in this connection 
as to whether some of the functions as- 
sumed by the Federal government, com- 
mendable and necessary in themselves, 
might not be as well accomplished in a 
different way without direct Federal 
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responsibility. Nor did he take up the 
long-range question of whether expand- 
ing government activity on a nonprofit- 
able tax supported basis might eventual- 
ly undermine the ability of a contracting 
private profit economy to support the 
former with its tax revenues. 

He intimated, however, a conviction 


that there was nothing inherently incon. 
sistent about some of the nation’s enter- 
prise continuing to exist part socialized 
and part free. He said that the idea that 
“government never produces or adds to 
wealth ... is sheer nonsense.” He cited 
the New York city subway lines. and the 
public highways. 





The Need for Flexibility in Utility 
Rate Making 


T is generally conceded that no system 
for utility rate making can be satis- 
factory in the long run unless it protects 
the legitimate interests of the commu- 
nity, the interest of investors in utility se- 
curities, and the consumers of utility 
services. It follows from this as a gen- 
erality that any rate-making plan must 
assure the utility a profit sufficient to at- 
tract the capital required for the con- 
tinued expansion of its service, and yet 
be sufficiently responsive to changing 
economic conditions to prevent an unde- 
sirable spread between the level of utility 
rates and cost of rendering utility service. 
Elaborating on this guiding princi- 
ple, Dr. C. O. Ruggles, professor of 
public utility management, Harvard 
School of Business Administration, in 
the winter (1940) issue of Harvard 
Business Review, gives us the second of 
his 2-part analysis of the leading eco- 
nomic aspects of modern utility rate mak- 
ing. 

Professor Ruggles, while giving re- 
spectful consideration to fairly recent 
arguments in favor of the prudent in- 
vestment theory of valuation (notably 
the study by E. M. Bernstein, “Public 
Utility Rate Making and the Price 
Level,” 1937), is unable to go along en- 
tirely with that doctrine. Prudent invest- 
ment as a rate base, he says, must be 
ignored whenever striking price changes 
occur that vitally affect the market for 
utility service or when an advance in the 
arts either materially lessens or elimi- 
nates the demand for a given utility serv- 
ice. He states: 


There should be no false hopes held out 
FEB. 1, 1940 


to investors in public utilities that they are 
to be protected from risks to their invest. 
ment. Neither the use of prudent invest- 
ment nor that of reproduction cost as a 
rate base will eliminate the risks to capital 
which may result from booms and depres- 
sions or from a more permarent lessening 
or even elimination of the demand for a 
given utility service. 

To admit that a rate of return should vary 
and thus attempt to average the return over 
fat and lean periods is precisely the same in 
principle as admitting that a rate base must 
vary with important economic changes, if 
the rate of return does not change... The 
utilities cannot remain static and serve a 
highly dynamic world. Man-made formulas 
and legal rules cannot control fundamental 
economic forces and the striking effects of 
advances in the arts. 


H: concedes that the delay and ex- 
pense involved in attempts to find 
“reproduction cost increase called value 
by the courts” have discredited that 
method of determining the rate base and 
adds that even where reproduction cost 
is “found,” it is, like prudent investment, 
sometimes quite useless as a rate base. 
Thus in the O’Fallon Case the Supreme 
Court approved on this basis a higher 
railroad rate valuation than either the 
ICC had been willing to allow or the 
railroads themselves could have used as 
a practical basis for fixing rates. In other 
words, “what was considered a great 
legal victory for the railroads was of lit- 
tle economic significance.” 

He thus finds it more essential to face 
economic realities with regard to utility 
investments and the return thereon than 
to attempt the rationalization of valua- 
tion theories as such. Even public own- 
ership, he says, would not solve the prob- 
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lem, “unless equities as between ratepay- 
ers and taxpayers are to be ignored.” 

In the final analysis, what Professor 
Ruggles calls “facing economic realities” 
amounts to arriving at a “commercial 
value” for utility services which gives 
consideration not only to existing earn- 
ings but prospective trends of traffic and 
making the rate structure sufficiently 
flexible to derive the greatest benefit 
from such trends. In other words, mere- 
ly because it costs so much to produce an 
article is no guaranty that consumers 
will be willing to pay that price for it, 
even though it may be made under the 
protection of a patent or distributed un- 
der the color of a so-called exclusive 
franchise. Hence, even if regulatory au- 
thorities were to endorse prudent invest- 
ment as a rate base, it would be the pub- 
lic itself that would later demand a 
change during a period of high prices. 


s to specific experiments in such 
A realistic rate making, Professor 
Ruggles noted with approval the “objec- 
tive rates” which were inaugurated by 
certain public utility companies to in- 
crease domestic consumption during the 
recent economic depression. The objec- 
tive rate set-up is essentially the use of 
two rate levels at the same time—an im- 
mediate “base bill” to prevent any de- 
crease in the utility’s revenues and an 
obective rate to stimulate consumption 
by applying greatly reduced prices to in- 
— usage over and above the base 
1, 

In principle, he regards this as an at- 
tempt “to break the vicious circle of high 
rates and low-volume consumption.” 
Further, the very use of objective rates 
Is an indication that both the utilities and 
the utility commissions are beginning to 
recognize that the domestic market over 
which an electric utility is supposed to 
have a monopoly can be adequately de- 
veloped and properly maintained only 
through rates which offer inducements 
to domestic consumers to make liberal 
use of electricity for various services. 

Passing on to the more complicated 
problem of competition versus monopoly 
in public utility regulation, Professor 


Ruggles seems inclined to agree with 
conclusions reached by B. N. Behling 
(“Competition and Monopoly in Public 
Utility Industries,” 1938) to the effect 
that direct competition is likely to prove 
wasteful over the long run if it is al- 
lowed in the utility field. And further 
that even indirect competition (such as 
the contest between electric utilities and 
competitive fuel manufacturers for cer- 
tain markets) should be subjected to in- 
telligent regulatory supervision so as to 
prevent inequitable discrimination be- 
tween classes of utility service. The 
Harvard teacher adds: 


The present writer is convinced that ob- 
jective analyses of economic forces should 
determine the rates which should be applied 
to the various segments of a public utility’s 
market. If this reasoning is sound, there 
should be regulation even of publicly owned 
and operated utilities. If publicly owned and 
operated utilities are not subject to control 
by competent public utility commissions, they 
will be controlled directly by the legislative 
and executive departments of government; 
or in other words by the political party 
which happens to be in power. Such control 
will neither give publicly owned and op- 
erated utilities an opportunity to succeed nor 
hold them responsible for reasonable re- 
sults. It is doubtless a fair statement that 
the great mass of public utility consumers 
are much more interested in good service at 
the lowest possible rates consistent with 
such service than they are in the mode of 
ownership and operation. If such results are 
to be attained under either system, objec- 
tive rather than political rate making is es- 
sential. This calls for administrative con- 
trol by able public utility commissions 
rather than by political parties. Capable ad- 
ministrative control is imperative if rates 
are to be based upon an economic analysis 
of the market. Moreover, sound rate mak- 
ing is essential regardless of the mode of 
ownership and operation if complete utiliza- 
tion of plant is to be attained and lowest 
possible rates realized. 


_ Ruggles shows little enthu- 
siasm for the so-called sliding-scale 
method of automatic profit sharing which 
seems to be working out fairly success- 
fully under the well-known Washington 
plan. He feels that “the sliding-scale 
method assumes a simplicity in rate mak- 
ing and marketing of public utility serv- 
ice which does not exist and that its use 
may have an important bearing upon the 
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rate ot return which a public utility may 
be able to realize.” 

He points to the danger under this 
plan of making rate reductions which are 
uniformly applied to all segments of a 
utility’s market, but which result from 
net revenues obtained from industrial 
customers during prosperous periods. 
Rate making should be used to promote 
the expansion and development of cer- 
tain segments of a market and also 
should be adjusted so as to hold certain 
parts of a market in check. 

He concedes, however, that the sliding- 
scale theory may be of some value in sav- 
ing time and expense in rate making, 
provided it is used in a discriminating 
manner by an intelligent commission 
which has the discretion of applying it to 
various segments of the utility’s market. 

In conclusion, Professor Ruggles 
makes a moving appeal for improving the 
equipment of both Federal and state 
commissions. They should be given high- 
er compensation, more secure tenure, bet- 
ter staff assistance, and there should be 


less legal restrictions. The commissions 
should be encouraged to reward the eff- 
ciency of utility management instead of 
concentrating on the more politically at- 
tractive objective of reducing domestic 
electric rates. 

He says that “as a matter of fact there 
will be many instances where the best 
interest of domestic consumers will be 
served if very low rates can be made to 
large industries which would otherwise 
generate their own power or use some 
substitute for it.” He believes that there 
is hope for more intelligent codperation 
between utility management and regula- 
tory authorities to the end that litigation 
will be curtailed. He warns that even 
though legal scholars prove beyond the 
shadow of a doubt that utilities have a 
legal right to insist upon rates which will 
cover “all costs,” including a so-called 
fair return on fair value, utility man- 
agers will be well advised not to chase 
after such a legal rainbow “for there 
surely is no pot of gold at the end of it.” 

—F. X. W. 





The TVA Annual Report and Its Kickback 


7... 1939 annual report of the Ten- 
nessee Valley Authority, presented 
to the Congress on the last day of that 
year, revealed that electric power opera- 
tions in the twelve months ending June 
30th, prior to the acquisition of the Ten- 
nessee Electric Power Company system, 
had produced a net income of $1,479,000. 

This net income wiped out the net ex- 
penses of the power program during the 
previous five years of development and 
left a net income of $894,000 for the six 
years of the Authority’s operations, the 
report said. Purchase of the Tennessee 
Electric Power Company system, after 
the close of the fiscal year, brought the 
number of consumers of TVA power to 
340,000 and its revenue to $1,250,000 a 
month. 

The Authority reported that it had 
completed the construction of Gunters- 
ville dam during the year, making five 
TVA dams in active operation. Chicka- 
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mauga and Hiwassee dams are scheduled 
for completion in 1940, the latter almost 
a year ahead of schedule. Construction 
of Kentucky dam at Gilbertsville was 
well under way, and work was com- 
menced on Watts Bar dam. 

Guntersville dam extended the naviga- 
tion channel on the Tennessee to 250 
miles, and commercial tonnages moving 
on the river showed “a slow but steady 
increase,” the Authority said. 

Highly concentrated phosphatic fer- 
tilizer manufactured by TVA at Muscle 
Shoals, Ala., was being tested under 
agricultural auspices in 43 of the 48 
states, the report revealed. The fertilizer 
was being tested and demonstrated un- 
der actual farming conditions in 20 
states, on 25,700 farms comprising 4,- 
200,000 acres. Included in this list are 
widely different soil and climatic condi- 
tions such as those of New York state, 
Texas, and Iowa. 
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“*"SHA FUNNIEST THING... THOSE FELLERS THAT CAUGHT 
THA’ TRAIN CAME TO THE DEPOT TO SHEE ME LEAVE!” 


fie report said that the Authority’s 
power program during the fiscal 
year “rounded into an established enter- 
prise,” with power revenues more than 
doubled over the previous fiscal year. 
The report showed that power opera- 
tions had not only reached a paying basis 
but that the “net expense” for the first 
five years of development had been ab- 
sorbed. The financial chapter of the re- 
port, embodying the report of the TVA 
comptroller, said that 


The power program earned a net income 
of $1,948,000 after depreciation of $1,503,- 
000, but before deducting common expenses 
allocable thereto; and a net income of $1,- 
478,000 after deducting common expenses 
which included additional depreciation of 


This net income was sufficient to absorb 
the net expenses of $584,000 (net of interest 
earned) carried forward from the power 
operations of the five previous years, leav- 
ing a net income for the six years ended 
June 30, 1939, of $894,000. 

For the fiscal year 1939, the power pro- 
gram earned $399,000 in excess of all ex- 
penses incurred for the navigation, flood- 
control, and power programs... of which 
$2,245,000 was depreciation. 


Total revenues of the power program 
for the fiscal year were $5,507,000, the 
Authority reported. Power sales ex- 
ceeded 1,618,000,000 kilowatt hours. (It 
was noted that power operations of the 
Authority were greatly expanded after 
the close of the fiscal year. For the first 
five months of the current fiscal year, 
revenues from the sale of power ap- 
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proximated $5,622,000 for 1,405,000,000 
kilowatt hours. ) 

The Authority reported that after the 
purchase of the properties of the Ten- 
nessee Electric Power Company on Aug- 
ust 16, 1939, the number of consumers 
using TVA power was brought to 340,- 
000. The number at the end of the fiscal 
year, June 30, 1939, was 128,000, com- 
pared to 42,000 at the end of the 1938 
fiscal year. Power was sold at wholesale 
during the year to 40 municipalities and 
22 codperative associations, to 5 large 
industrial consumers, and to 6 privately 
owned utility companies, principally the 
Alabama Power Company and the Ar- 
kansas Power & Light Company. 


ITH the Tennessee Electric Power 

Company purchase, the Authority 
had acquired a market for virtually all 
the power from its proposed system of 
10 navigation, flood-control, and power 
dams and acquired generating plants, the 
TVA report revealed. 

This transaction brought to a total of 
22 the purchases of privately owned 
utility systems in which TVA bought 
transmission lines and generating sta- 
tions, and municipalities and coopera- 
tives purchased the distribution systems. 
As a result the transition of public own- 
ership was brought about “with due re- 
gard for prudent investment in existing 
electric facilities,” the Authority said. 
The total purchase price, including a 
small amount for gas and water prop- 
erties bought by some municipalities, ap- 
proximated $110,000,000, the TVA said. 
Among the larger acquisitions in addi- 
tion to the Tennessee Electric Power 
Company were properties of the Mem- 
phis Power & Light Company, the Ken- 
tucky-Tennessee Light & Power Com- 
pany, the West Tennessee Power & 
Light Company, and the Tennessee Pub- 
lic Service Company. 

Far from creating a large surplus of 
electricity, as had been predicted when 
the TVA was created, the additional 
power made available by the Authority 
has been absorbed into the valley region ; 
and it now appears that growing power 
demands “will require new generating 
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capacity in addition to that which has 
been supplied by the Authority, plus that 
which is planned in the 10-dam system 
for control of the Tennessee river.” 

The demand for power in the Tennes- 
see valley states, stimulated by low rates 
has grown more than twice as rapidly a 
in the United States as a whole, the TVA 
report showed. The amount of power 
generated in these states during the fiscal 
year was 63 per cent above that gen- 
erated in the peak year of 1929, com- 
pared to a 29 per cent increase for the 
nation over the same period. Use of coal 
in utility generating plants doubled in 
the area over 1929. 


Bee purchase of the TEPCO prop- 
erties brought the installed capacity 
of the Authority to 719,000 kilowatts, 
including a 50,000-kilowatt leased plant 
at Memphis, Tenn., 225,000 kilowatts 
in plants acquired from TEPCO, and 
the installation of the first of three 24,- 
000-kilowatt generators at Guntersville 
dam. At the end of the fiscal year, the 
Authority had 2,100 miles of transmis- 
sion lines and the TEPCO purchase in- 
creased the total to 3,800 miles. 

Residential consumers of TVA power 
used an average of 1,179 kilowatt hours 
each during the year and paid an aver- 
age price of 2.14 cents per kilowatt hour. 
This compares with the national aver- 
age of about 850 kilowatt hours and an 
average price of 4.21 cents, the report 
said. Several municipalities and codpera- 
tives reported average annual use per 
customer of more than 1,700 kilowatt 
hours. 

The reports of about 500 private elec- 
tric appliance dealers showed total resi- 
dential appliance sales to consumers of 
TVA power amounting to $3,688,000, 
the TVA report said. The total for the 
last two fiscal years was $5,300,000. 

The report showed that TVA power 
was being distributed at the end of the 
year over 6,850 miles of rural lines, of 
which 5,770 miles represented new con- 
struction in territory previously without 
electric service. The expansion of rural 
service using TVA power “has had an 
apparent effect on the general trend in 
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ihe valley area,” the Authority said. The 
number of electrified farms in Alabama, 
Tennessee, Mississippi, and Georgia has 
increased 185 per cent since 1932, com- 
pared to an increase of less than 100 per 
cent in the nation. 

The Authority reported that the Al- 
corn County Electric Power Association, 
one of the first electric cooperative asso- 
ciations to distribute TVA power, had 
paid off all its long-term debt in less than 
five years and was able to reduce resi- 
dential and commercial rate schedules 
below the TVA standard resale rates. 


EPRESENTATIVE Andrew Jackson 

May, Democrat of Kentucky, vigor- 
ous critic of the Tennessee Valley Au- 
thority from the beginning, recently sent 
a 2,600-word telegram to The (Balti- 
more) Sun in which he accused the TVA 
of being “fundamentally dishonest in its 
attitude toward the public and toward 
Congress.” 

Mr. May in 1938 became chairman of 
the House Military Affairs Committee, 
which handles TVA legislation along 
with military matters. He represents a 
coal-producing section in the eastern 
part of Kentucky and, before he was 
elected to Congress in 1930, he was presi- 
dent of the Beaver Valley Coal Corpora- 
tion. He sold out his interests in the 
company when he came to Washington. 

In his telegram to The Sun, Mr. May 
directed his attack at the annual report 
of the TVA. “The text of this report 
leads me to suspect that TVA was re- 
cently caught in the act of attempting to 
sneak a trick play over Congress,” Mr. 
May declared. He accused the TVA of 
omitting from a report to the House Ap- 
propriations Committee an estimate of 
depreciation to TVA equipment, and 
then providing the figure in the annual 
report. The telegram continued: 


How can the public trust a government 
agency which would attempt such a trick? 
The Tennessee Valley Authority is no more 
worthy of trust and good faith. 


Mr. May accused the TVA of “win- 
dow dressing,” and of comparing its rates 
with the national average and “not with 


its near-by competitors, who paid 16 per 
cent in taxes and interest on their entire 
investment.” He asserted: 


As a matter of common fairness to the 
tax-paying public, some explanation is due, 
in view of the impression created by the 
annual report that TVA at last is out of the 
red and beginning to pay its way. The report 
is a glowing success story designed to in- 
duce public and congressional approval of 
more extravagant expenditures at a time 
when economy should be the watchword of 
every Congressman. 


Mr. May specifically charged that the 
TVA, with an investment of $67,275,000 
in power at four dams, has paid only 
$243,000 in taxes to the states in which 
it is doing business. He commented: 

This is less than three-tenths of one per 
cent of the total investment for power. In 
the state of Tennessee alone the private 
companies displaced and destroyed by TVA 
had paid $4,800,000 annually in taxes. Citi- 
zens in Tennessee are shocked and alarmed 
at the prospect of replacing from their own 
pockets the taxes formerly paid by private 
companies. 


Ne Mr. May charged that the TVA 
pays no interest on the funds it 
used, obtained through congressional ap- 
propriations, and that it received War 
Department properties which cost $252,- 
700,000. 

He declared that by failing to pay in- 
terest and by destroying a tax revenue 
yielding $1,200,000 annually to the Fed- 
eral Treasury, “the TVA is short $3,- 
600,000 annually in what it owes the 
Federal Treasury.” 

Then Mr. May charged that TVA 
showed on its books a low capital invest- 
ment by “write offs” of 60 per cent of its 
costs to “multiple purpose facilities’— 
flood control and navigation. These 
“write offs” are “proved to be its basic 
fraud,” he added. Mr. May asked in the 
telegram: 

What private company could not charge 
TVA rates with a 60 per cent charge-off 
of most of its capital base? The necessity of 
this write off is apparent. Without it TVA 
rates would be higher than private rates in 
the adjoining area. Even with a write off 
‘more nearly approaching realism, say 10 or 
20 per cent, TVA’s rate structure would be 
higher than surrounding private companies 
which also pay taxes and interest. 


173 FEB. 1, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


In concluding, Mr. May charged that 
the TVA officials, engineers, and attor- 
neys had “inspired and sponsored” pub- 
lic ownership legislation in Kentucky, 
“which not only proposes to repeal out- 
right the laws of that state enacted for 
the creation of a public service commis- 
sion, but to reénact the statutes of the 
state of Kentucky so that municipalities 
... may buy... own, and operate pub- 
lic service facilities, particularly power 
companies.” Mr. May asked: 

Why do I suspect the TVA of this move? 
Because it did the same thing with the 
states of Tennessee, Alabama, and Missis- 
sippi when it went to the legislatures of 
those states with a powerful lobby and the 
ever-tempting bribe of cheap yardstick false 


power rates and induced those three great 
southern states to exempt this Federal 
agency from regulation or control in any 
manner whatsoever by these states, 


N January, 1938, a few days after Mr. 
May became chairman of the House 
Military Affairs Committee, in an attack 
on the TVA, he declared that most of 
the coal produced in his region of Ken- 
tucky goes to the Great Lakes for Cana- 
dian and New England plants, but that 
“a large percentage goes to power plants 
owned by private utilities companies.” 
He has argued that in numerous in- 
stances it is cheaper to produce and dis- 
tribute electricity by steam power than 
by hydroelectric developments. 





Notes on Recent Publications 


THe “Detroir Pian.” By C. Emery Troxel. 
The Journal of Land & Public Utility Eco- 
nomics. November, 1939. 

This is a critical appraisal of the profit- 
sharing plan adopted by the Detroit common 
council in December, 1935, for the control 
and disposition of “excess” earnings of what 
was the Detroit City Gas Company (now 
Michigan Consolidated Gas Company). The 
plan is somewhat similar to the well-known 
“Washington plan,” under which gas and 
electric rates in the capital city are adjusted 
on a sliding-scale, profit-sharing arrange- 
ment, based upon an agreed valuation. 

Professor Troxel finds, however, that the 
Detroit plan lacks important regulatory fea- 
tures of the Washington plan, such as the 
retention of supervision of rate structures 
and service standards by the city instead of 
the company, a definite depreciation policy, 
and provision for automatically plowing 
back the customer’s share of excess earnings 
into rate reductions rather than the distribu- 
tion of “refunds.” 

In any event, this author seems to be 
somewhat disappointed with the Detroit ex- 
periment which has, since March, 1939, been 
operating under the shadow of a Michigan 
Supreme Court decision which gives the 
Michigan commission authority to veto the 
plan—a development which Professor Troxel 
looks for in the near future. 


THE Mopern Raitway. By Julius H. Parme- 
lee. Longmans, Green & Company, Inc. New 
bag N. Y. Price $4. 730 pages. January 4, 

The author of this book has been director 
of the Bureau of Railway Economics of the 
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Association of American Railroads since 
1920. The purpose of the book is to explain 
the modern phenomenon of railway trans- 
portation in the United States. The approach 
is factual and reportorial, although the tone 
of the book necessarily reflects the viewpoint 
of management. The style is simple and read- 
able, in view of the unavoidable complexity 
of the subject matter. 

Despite the fact that the book runs a bit 
long for a popular volume on industrial 
analysis, Mr. Parmelee has made good use 
of every page and has succeeded in cover- 
ing practically all aspects of a business which 
is rich in history and vast and varied in its 
operating ramifications. The work is ex- 
ceedingly well documented with liberal foot- 
notes, charts, and a helpful appendage con- 
taining a summary of Federal railway and 
labor legislation. It will be found valuable 
not only for straight reading by one who 
wants to obtain a comprehensive background 
of the American railroad picture within a 
short time, but also as an up-to-date handy 
reference manual for those who have occa- 
sional need to read up on some particular 
aspect of the industry’s position. Incidentally, 
this is one of the economic series by the 
same publishers, edited by Professor Ernest 
L. Bogart, who is connected with the Uni- 
versity of Illinois. 


Urimitry ARITHMETIC AND THE Utiuity Ac- 
COUNTANT. Abstract of an address by F. L. 
Griffith before the Third National Ac- 
counting Conference, Edison Electric In- 
stitute. Chicago, Illinois. November 15, 
1939. American Gas Association Monthly. 
December, 1939. 
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TVA Plan Sent Congress 


RESIDENT Roosevelt on January 15th for- 

warded to Congress a request of the Ten- 
nessee Walley Authority for additional 
power to develop into a vast recreational 
area parts of the six southern states em- 
braced in the TVA project. It was the first 
time that the agency had dwelt at length on 
the recreational aspects of the undertaking. 

Mr. Roosevelt began a message of trans- 
mittal, accompanying the report with the 
observation that many citizens and even 
government officials believed the purpose of 
the law creating the TVA was primarily the 
development of electric power. He added: 

“It is perhaps time to call attention to this 
utter fallacy.” 

Actually, according to the President, the 
development of electric power was only a 
relatively small part of a great social and 
economic experiment in one of the major 
watersheds of the continent. It was time that 
the public understood this as well as the mani- 
fold objectives underlying the TVA plan, said 
the President. 


Among the purposes, Mr. Roosevelt men- . 


tioned the prevention of loss of life and 
property incident to floods which had taken 
an annual toll of $20,000,000 in property dam- 
age. The construction of dams on the Ten- 
nessee river and its tributaries for this pur- 
pose also had made possible the production 
of a large amount of power and afforded 
barge navigation for hundreds of miles up the 
river, it was recalled. President Roosevelt 
stated : 

“Furthermore, the original objective of the 
law included many other things, such as the 
planting of water-retaining forests near the 
headwaters of the many rivers and streams, 
the terracing of farm hillsides, the building 
of small check-dams, the development of 
fertilizers, the diversification of crops and 
other soil-building methods, the improvement 
of the highways and other forms of trans- 
portation, the bringing in of small industries, 
the extension of rural electric lines, and many 
other similar activities.” 

Without recommending any action on the 
TVA proposal, Mr. Roosevelt closed his 
message with the expression of a hope that 
the report would “dispel any erroneous im- 
pression that the Tennessee Valley Author- 
ity’s work is concerned principally with the 
mere development of electric power.” 


In a letter to President Roosevelt ac- 
companying the report, Harcourt Morgan, 
chairman of the TVA, pointed out that the 
agency now was limited by statute to such 
recreational projects as were incident to 
studies and surveys authorized in the law and 
which therefore were of a “demonstration” 
or experimental nature. 

As for the possibilities of the Tennessee 
valley for recreational purposes, the report 
said that when the agency’s program was com- 
pleted there would be available for a vast 
national playground more than 500,000 acres 
of water surface and nearly 6,000 miles of 
publicly owned shores surrounding its man- 
made lakes in six states. 


President’s Budget Message 


RESIDENT Roosevelt last month recom- 

mended to Congress the appropriation of 
$40,000,000 to finance the Tennessee Valley 
Authority for the next fiscal year. Largest 
item in the estimate was $15,423,000 to con- 
tinue construction of Kentucky dam and 
reservoir at Gilbertsville, Ky., on which an 
estimated $11,722,000 will be spent during the 
current fiscal year ending next June 30th. 

Another $14,888,000 was proposed to con- 
tinue construction of Watts Bar dam, and 
$1,000,000 to build an access road, a construc- 
tion plant, and employee housing facilities for 
Coulter Shoals dam and reservoir, the last 
of the 10 dams contemplated in the TVA pro- 
gram. 

Other proposed expenditures for the dams 
were: 

Pickwick Landing, $774,000; Wilson, $138,- 
000; Wheeler, $2,068,000; Guntersville, $80,- 
000; Hales Bar, $681,000; Chickamauga, $1,- 
213,000; Hiwassee, $752,000; and Norris, 
$752,000. 

The President said the appropriation request 
for the 1941 fiscal year, combined with $3,- 
300,000 expected to be spent from bond issue 
proceeds, “will finance the net estimated 
obligations of $43,300,000.” 

President Roosevelt recommended a $3,- 
200,000 slash in the request for funds to con- 
tinue construction of transmission facilities 
at Bonneville dam, and an even greater re- 
duction in the request for completion of gen- 
etating facilities at the dam. He recom- 
mended a $6,000,000 appropriation for the 
power distribution system for the fiscal year, 
July 1, 1940, to June 30, 1941. Administrator 
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Paul J. Raver had requested $9,200,000. The 
appropriation for this year was $13,000,000. 
The President recommended only $800,000 for 
power plant construction. The Army Engi- 
neer budget request was believed to be in the 
neighborhood of $7,000,000. 

Administrator Raver and Army Engineers 
joined, however, in declaring that if Congress 
approves the President’s budget figures there 
will be no crippling of major development 
of the project. 


- FPC Amends Regulations 


HE Federal Power Commission recently 

amended its regulations under the Natural 
Gas Act to call for more detailed information 
on proposed changes in natural gas rates that 
are filed with the commission. Under the 
amended regulations, natural gas companies 
will be required to submit a statement of the 
reasons for proposed rate changes, a justifica- 
tion of any proposed increases in rates, com- 
parative estimates of sales and revenues under 
existing and proposed rates, and a statement 
of the original cost of the facilities used in 
rendering the service. 


Ickes Associate Named 


goon ever Roosevelt early last month ap- 
pointed Alvin J. Wirtz of Austin, Tex., as 
Undersecretary of the Department of the In- 
terior. Mr. Wirtz has been general counsel of 
the Lower Colorado River Authority, 
familiarly known as the Texas “Little TVA,” 
and is considered an expert on water-power 
matters. He succeeds Harry J. Slattery, who 
recently was named Rural Electrification Ad- 
ministrator. 

Secretary Ickes said he was “delighted” 
that the President had appointed Mr. Wirtz. 

Mr. Wirtz was born in Columbus, Tex., and 
attended the public schools and the University 
of Texas, from which he received a law de- 
gree in 1910. He practiced law in several 
= of Texas, entering an Austin firm in 


St. Lawrence Plan Revived 


Te long dormant project for a deeper 
St. Lawrence waterway, with collateral 
hydroelectric power development, was te. 
vived recently under circumstances pointing 
to the relatively early conclusion of a treaty 
which will make the improvement possible. 

After informal discussions for several 
weeks between the Washington and Ottawa 
governments, the State Department said that 
preliminary details would be considered in 
discussions with Canadian officials by a United 
States group headed by Adolf A. Berle, Jr, 
Assistant Secretary of State. 

Associated with Mr. Berle will be Leland 
Olds, chairman of the Federal Power Com- 
mission, and John D. Nickerson, assistant 
chief of the European division of the State 
Department. It was expected that after the 
delegation’s return from Ottawa negotiations 
for a treaty then would be conducted in Wash- 
ington with Loring Christie, the Canadian 
Minister, who has long been active in the 
consideration of the project. Success would 
mean the achievement of one of President 
Roosevelt’s chief power projects. 

Mr. Berle has been active in the matter 
since he became Assistant Secretary of State. 
He was active in drafting the treaty submitted 
to ‘Canada by this government May 28, 1938. 

A resolution proposing an investigation of 
the Great Lakes-St. Lawrence waterway proj- 
ect, to determine its probable cost and its 
economic results, was introduced in the House 
on January 17th by Representative Martin J. 
Kennedy of New York. The House Interstate 
and Foreign Commerce Committee would be 
authorized to make the inquiry. Mr. Kennedy 
made public a letter to Secretary Hull ask- 
ing that he suspend all negotiations in con- 
nection with the treaty until the committee 
had made its report. 

Representatives of 21 organizations inter- 
ested in the proposed waterway asserted re- 
cently that any benefits which might result 
from such a project “are far outweighed by 
their detrimental effects.” 


Alabama 


Sale Agreement Reached 


HE Alabama Power Company and the 
city of Decatur reached an agreement 
last month under which the utility will sell 
its electric light and power distribution sys- 
tem to the city for $193,000. The sale would 
be consummated, it was said, as soon as a con- 
tract could be drawn and signed, and approval 
of the state public service commission ob- 
tained. 
Both the Alabama Power Company and 
the city have been retailing electric power in 
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Decatur since the city’s new distribution sys- 
tem was completed March 1, 1939. The sale 
price was reached after the utility’s distribu- 
tion system was found to have a salvage value 
of more than $100,000 in an investigation by an 
independent firm. 

Decatur is one of eight Tennessee valley 
municipalities in which the Alabama Power 
Company, a subsidiary of Commonwealth & 
Southern, has been operating in competition 
with municipal systems. 

The state public service commission on 
January 10th took under advisement the Ala- 
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bama Power Company’s petition for authority 
to sell its Scottsboro electric distribution 
system to the city for $50,000. _ 

Scottsboro, through a Public Works Ad- 
ministration loan and grant, has constructed 
its own municipal system and is marketing 
TVA power in competition with the power 
company. 


Power Authority Dissolved 


HE state public service commission on 

January 2nd ordered dissolution of the 
South Alabama Power Authority. Hugh 
White, commission chairman, said: 

“Under the evidence, the commission finds 
that continuance of the authority is not in the 
public interest or in the interest of economic 
and efficient service and is not necessary.” 

The authority, recently formed, proposed 
to buy south Alabama electric properties of 
the Alabama Water Service Company by issu- 
ing $2,000,000 in bonds. Delegations from 
Troy, Evergreen, Luverne, Dozier, Samson, 
Banks, Brundidge, and several other south 


Alabama towns objected to the sale of the 
properties. 

The authority, which the commission 
originally sanctioned November 17th, was 
established by the city of Andalusia, acting 
under a 1935 state “New Deal” act, which 
empowers municipalities to organize power 
districts. Governor Dixon, acting under man- 
dates of the power district act, named Mayor 
J. G. Scherf, of Andalusia, C. Dowling, An- 
dalusia, and Mayor Hatch Jackson, Brun- 
didge, as authority directors. 

The group seeking dissolution of the 
authority appeared at a state commission 
hearing December 11th and 12th and con- 
tended it was a “purely political” agency. 
Officials of two cities owning their own dis- 
tribution systems predicted then they would 
seek other wholesale sources of energy if the 
authority succeeded in its proposal to acquire 
the water company electric facilities. 

Mayor Scherf insisted the authority was 
without political significance and predicted 
revenues would be sufficient to retire bonds 
issued to acquire the system. 


Arkansas 


Adopts New Gas Policy 


Foe ong natural gas should be used to 


supply Arkansas consumers’ where 
economically feasible, the state utilities com- 
mission recommended in announcing adoption 
of anew policy last month. Chairman Thomas 
Fitzhugh said commission members probably 
would inspect gas production in the Magnolia 
oil field near the Louisiana border within 
thirty days. 

Commenting on a statement by the El 
Dorado News-Times that the state’s con- 
trolled oil fields, all in south Arkansas, were 
producing approximately 50,000,000 cubic feet 
of gas daily “with a large amount of it going 
up in flares, although it is not classed as waste 


by the Arkansas Oil and Gas Commission,” 
Mr. Fitzhugh said: 

“We are definitely in favor of the dis- 
tributing companies serving Arkansas con- 
sumers with Arkansas gas if the price is com- 
parable to that paid for fuel now being piped 
in from Louisiana, Texas, and Oklahoma.” 

He said this position had been made plain in 
conference with officials of the Arkansas 
Louisiana Gas Company, major distributor in 
Arkansas, and the Louisiana-Nevada Transit 
Company, recently given a permit to distribute 
gas in southwest Arkansas. 

Most gas now sold in Arkansas is piped 
from the north Louisiana and east Texas 
fields. Some western Arkansas cities receive 
gas from Oklahoma and the Clarksville field. 


California 


Hetchy Review Sought 


f kw government has completely reversed 
_& its interpretation of §6 of the Raker Act 
in an attempt to obtain a review by the United 
States Supreme Court of the Hetch Hetchy 
power case, the city of San Francisco con- 
tended in a brief filed with the nation’s highest 
court last month. 

The brief was prepared by Garret W. Mc- 
Enerney, special counsel for the city. It was 
in reply to a petition by the attorney general 
asking that the Supreme Court review the 


decision against the government handed down 
by the ninth circuit court of appeals. 

Federal District Judge Roche had held the 
city’s 1925 contract with the Pacific Gas and 
Electric for distribution of Hetch Hetchy 
electric energy was not an agency contract, 
but a sale for resale in violation of the Raker 
Act. The appellate court reversed that de- 
cision, holding the contract was one of agency 
and therefore legal under the Raker Act.. 

The city’s latest brief reasserted that §6 
prohibits sale of the Moccasin Creek power 
to a private corporation for resale. It stated 
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the government throughout the district and 
circuit court proceedings agreed with that 
interpretation, but that now, to obtain a 
Supreme Court review, it contends the pro- 
hibition is against a “grant” by the city of a 
“right to sell.” 

During the circuit court proceedings the 
government raised a contention not thereto- 
fore made, that the city may not under the 
act dispose of the power through an agency 
agreement. Before that it simply had main- 
tained the PG&E contract is not one of agency. 

McEnerney’s brief asserted, however, that 
the government’s petition to the Supreme 
Court was not based upon the contention that 
an agency agreement would be illegal, but 
upon a new point “categorically in opposition 
to one maintained without interruption in both 
courts below.” 


Power Proposal Opposed 


_ opposition was expressed early 
last month to a proposal to use $50,000,000 
of the $170,000,000 provided in the Central 
Valley Water Project Act of 1933 for power 
development. 

The opposition to “unfreezing” $50,000,000 
of the revenue bonds, which are authorized to 
be sold in the development of the project, 
came from the Contra Costa county water 
district. It was in response to a request from 
the Central Valley Project Association to the 
water district for an expression on the pro- 
posal to reintroduce Central Valley power 
legislation at the January 29th special session. 

Thomas M. Carlson, attorney for the water 
district, in a lengthy review of the Central 
Valley Project Act, declared that the Act ap- 
proved by the people at a special election in 
1933 “is for water, not for power,” and that 


“power was incidental to help pay for the 
water.” 

Secretary O. N. Christianson of the water 
district advised Roland Curran, secretary. 
manager of the Central Valley Project Asso- 
ciation, the water district did not feel “legisla- 
tion enacted for the benefit of a publicly 
owned water program should now be used as 
a vehicle to further the ambitions of those who 
are interested in a public ownership of power 
program.” 

A warning was given that the Central Valley 
project “is still less than half finished” and that 
already the Federal government plans a drastic 
cut in the Reclamation Bureau’s appropria- 
tion for the Central Valley development. 


Power Survey Opened 


A to establish equitable charges by 
the Los Angeles Water and Power De- 
partment to other departments of the city 
government, in lieu of revenue lost by the 
department’s displacement of privately owned 
utilities, is being made by the Board of Pub- 
lic Utilities and Transportation and the Bu- 
reau of Budget and Efficiency, it was re- 
vealed last month. 

The utilities board recently referred to its 
general manager instructions from the mayor 
that it codperate with the Bureau of Budget 
and Efficiency in such an investigation and 
that recommendations be submitted to him. 

Consideration was urged by the mayor of 
the advisability of terminating the arrange- 
ment for a flat charge and the installation of 
meters, —— an arrangement whereby 
electrical energy would be purchased at whole- 
sale rates for all street lighting, and mainte- 
nance of street lights would be taken over by 
the street lighting department. 


Kentucky 


City May Acquire Utility 


CQUISITION of utility facilities of the 
Louisville Gas & Electric Company by 

the city of Louisville was under study, Mayor 
Joseph D. Scholtz admitted recently. While 
vague as to details, he disclosed he had con- 
sulted with Dr. John Bauer, utility rate 


specialist, who has drawn a rough plan for the 
proposal, and that the state general assembly 
will be asked to pass legislation to enable the 
city to purchase the properties, estimated to 
have a value of $60,000,000. The FPC has 
completed examination of the properties. 

Louisville Gas & Electric is a subsidiary of 
Standard Gas and Electric. 


Nebraska 


Power Proposal Rejected 


HE Hastings city council refused to ac- 
cept the recommendation of a citizens’ 
committee last month that any further ex- 
pansion of the municipal plant be delayed 
one year, and that the city test out feasibility 
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of relying on hydro power for future current 
needs. The committee was named by the 
chamber of commerce in December after the 
city and the Tri-County project failed to 
agree on a contract for use of hydro power. 
The city then moved to buy a new 3,500-kilo- 
watt generator unit. 
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Superintendent Ray Coffey of the munici- 
pal water and light plant recently reported 
that Hastings’ residential power rates were 
the fourth lowest in the nation for cities with 
populations between 15,000 and 25,000. 


Allows Case to Be Filed 


HE state supreme court last month granted 
T the application of the Consumers Public 
Power District of Columbus to be allowed to 
file a case testing the validity of a contract it 
has entered into with the city of Columbus, 
which provides a formula for later purchase 
by the municipality of the distribution system 
inside its borders that the district is buying 
from Northwestern Public Service Company. 
The petition asked an order on the secre- 
tary of the district to sign the contract. The 
question at issue, as stated to the court, is one 
raised by those bond men who are to handle 
the bond issue that will be executed to pay for 
all properties in that division of the private 
company. It is whether a city, which under the 
law can condemn distribution systems within 
their borders, can contract away this right 
by agreeing to a price determined by the debt 
and revenues of the district. 
The bond men have intervened as friends 
of the court, and it was possible intervention 
would be asked by others. 


District Tax Exempt 


HE Lancaster County Rural Public Power 

District is exempt from taxation, District 
Judge Broady held in a memorandum opinion 
and a decree filed in district court on Janu- 
ary 4th, in the suit brought by the district to 
have an assessment made by Assessor Scott 
and the Lancaster county taxing authorities 
declared void. Assessor Scott said he wanted 
the case appealed to the state supreme court 
and County Attorney Towle said he expected 
to appeal it. 

The opinion of Judge Broady held that the 
power district is a government subdivision and 
that its taxation is void. County authorities 
are enjoined from placing the assessment on 
the tax rolls and from attempting in any 
other way to tax it. The suit was filed for the 


district by Attorney C. A. Sorensen after 
Assessor Scott attempted to collect taxes on a 
$210,255 valuation placed upon the tax books. 


Power Merger Proposed 


A PROPOSAL for “bringing peace” to Ne- 
braska’s public power districts by con- 
solidating the three major districts into one 
big organization, was made public last month 
by Harold Kramer, general manager for the 
Loup river project. Kramer discussed various 
integration schemes in a report to his directors, 
then added: 

“Another method of bringing peace to the 
power situation in Nebraska would be by 
abandonment of the three present districts 
and consolidation into one district to be known 
as, let us say, the Nebraska Public Power 
and Irrigation District.” 

Kramer said legal opinion had agreed that 
the proposal could be effected under Nebraska 
law. He told Loup directors that if they would 
“abandon all selfishness and look on the prob- 
lem from a broad, Nebraska angle in which 
we are trying to develop not only the power 
resources but irrigation as well, then I think 
that you will give the proposal serious con- 
sideration.” 

Kramer pointed out adoption of such a solu- 
tion might cost him his own job, should a chief 
engineer and general manager take over com- 
bined operation of the projects. Should all 
three districts agree on this amalgamation 
plan, he said, “then it becomes the problem 
of the district and PWA officials to sit down 
and estimate the investment, revenues, and 
whatever refinancing is necessary on the basis 
of a reduction in the interest rate.” 

Kramer asked that if the plan is adopted, 
Columbus be designated as combined head- 
quarters, because “the greatest majority of 
the load of all three systems will be within 
a radius of 100 miles of Columbus.” Division 
headquarters would remain at North Platte 
and Hastings. 

Representatives of the Platte Valley Public 
Power and Irrigation District said the dis- 
trict’s board of directors was emphatically 
opposed to any consolidation of the three 
major districts. 


New Jersey 


Utility Tax Laws 


T= 1940 New Jersey legislature, its open- 
ing hours marked in the assembly by a 
flare-up of the Republican factionalism that 
has afflicted the party for years, was re- 
Ported recently face to face with scores of 
controversial bills. 

The Republican-controlled 164th session, 
however, jumped a big hurdle when it passed 
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four measures rectifying the state’s system 
of distributing approximately $13,000,000 a 
year in gross receipts and franchise taxes 
levied on public utility companies. 

Seventy bills, hanging from pet home-town 
projects of the individual legislators to a 
measure wiping out the one per cent tax on 
employees’ salaries for unemployment com- 
pensation, were dropped in the assembly and 
senate hoppers. 
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New York 


Submetering Curb Asked 


—— houses and office buildings which 
submeter electricity and gas to tenants 
would be placed under state public service 
commission jurisdiction in a bill proposed on 


January 15th by Senator Phelps Phelps, Man- 
hattan Democrat. 

Senator Phelps said the only regulation now 
affects the rates paid by the apartment or 
business. The measure would require state 
approval of rates charged individual tenants, 


North Carolina 


Power Rate Slashed 


USTOMERS of the Virginia Electric & 
Power Company in 14 northeastern 
North Carolina counties will save more than 
$36,000 yearly by rate reductions approved by 
Utilities Commissioner Stanley Winborne. 
The rates are the same as those charged by 
the company in Virginia, Commissioner Win- 
borne said. 
Under the new rates the first 50 kilowatt 


hours of current used in residences will cost 5 
cents a kilowatt hour, while the old rate was 
53 cents a kilowatt hour for the first 60. The 
commercial rate was cut from 5% to 5 cents 
for the first 250 kilowatt hours. A new rate 
of 1 cent a kilowatt hour will apply to power 
used for water heating. 

Winborne estimated that residential users 
would save $19,600 yearly, commercial custom- 
ers $13,092, and customers heating water 
electrically, $4,000. 


Ohio 


Cleveland Rate Case 


HE Cleveland Electric Illuminating Com- 

pany last month prepared for its rate 
fight with the city. The company has retained 
two of the largest engineering companies in 
the nation for the special services it believes 
are required to combat the city’s demand for 
a rate decrease of $1,385,000 a year. The J. 
G. White Engineering Company of New York 
will act in a consulting capacity. This com- 
pany some time ago asserted, after a pre- 
liminary investigation, that an electric rate cut 
was not warranted. 

The most costly phase of the impending 
rate controversy—the inventory and ap- 
praisal of the CEI system that stretches from 
Avon to Ashtabula—will be handled by the 
Stone & Webster Engineering Company of 
Boston and New York. 

The company last month served notice on 
city officials that it was filing a motion with 
the state public utilities commission asking 
that it be given several additional months to 
make its appraisal and inventory. It also said 
it would ask the commission to stipulate a 
definite date as of which the estimate of the 
value of the CEI system should be computed. 

Assistant Law Director Spencer W. Reeder, 
in charge of rate litigation, said the city 
would oppose the latter request on the ground 
that the city ordinance calling for the $1,- 
385,000 rate cut was fair and reasonable and 
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that the company did not need to make a 
complete inventory. 


Rate Agreement Reached 


HE Toledo Edison Company last month 

reached an agreement with Toledo city 
council on a new 5-year electric rate whereby 
the company would reduce present rates 138 
per cent. 

It was announced that the new contract 
would save consumers approximately $608,000 
annually. A citizens’ advisory committee had 
recommended that a reduction of $1,250,000 
annually be demanded. 


Electric Rate Lowered 


genera electric rates for the city of Wash- 
ington Court House were approved by the 
state utilities commission recently. The Day- 
ton Power & Light Company was authorized 
to make the following rate changes at Wash- 
ington Court House: 

Residential—First 15 kilowatt hours a 
month (minimum) 75 cents (unchanged); 
next 25 kilowatt hours cut from 5 to 4.75 
cents; next 50, 4 to 3.75; other rates un- 
changed. 

Commerical: First 100, 5 to 4.75 cents; 
next 100, 4.5 to 4.25; next 200, 4 to 3.75; next 
200, 5 to 3.25; next 200, 2.5 to 2.75; excess, 
2.5 to 2.25. 
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Oklahoma 


GRDA Granted Extension 


EADLINE for completion of the $20,000,000 
Grand river power project last month 
was set for March 30th instead of January 
lst. The Public Works Administration on 
January 2nd granted the dam authority a 3- 
month extension, half the time asked. 
The PWA also declared itself “prepared to 
relax its ordinary procedure and name a gen- 
eral manager” of the project, in view of 


GRDA’s failure to fill the $15,000-a-year post, 
vacant since December Ist. Continuance of 
R. L. Davidson, GRDA chief counsel, as act- 
ing manager to January 9th was approved by 
the PWA. 

Previously the Authority had pressed for 
added time and funds and PWA had deferred 
action on both pending selection of a man- 
ager. PWA twice rejected GRDA nomina- 
tions of Ray McNaughton, who is Authority 
chairman, for the managership. 


Oregon 


Rate Cut Due 


LREADY boasting light and power rates 
{\ among the lowest in the entire United 
States, the city of Eugene last month learned 
that charges would be still further drastically 
reduced on March Ist. 

Homes and stores will have an average re- 
duction of 15 per cent and industrial plants 
will find their rates 6 per cent lower, it was 
announced by J. W. McArthur, superintend- 
ent of the Eugene water board, which is 
administrator for the local utility. Compari- 
sons of rates in other cities were not avail- 
able in all classes, but it was believed that 
Eugene rates may take honors as the lowest 
in the nation as a result of the reduction. 

The slash will save power users about $65,- 
000 annually on the basis of present power and 
light consumption. A similar reduction, which 
reduced total electric payments by $70,000 in 
1939, was announced just a year ago, Mc- 
Arthur said. 


Power Contract Signed 


ONMOUTH signed a 20-year contract for 
400 kilowatts of Bonneville power on 


January 5th. It was the twelfth contract 
executed by the Bonneville Administration 
since generation started eighteen months ago 
and brought contractual demand for firm 
power to 57,810 kilowatts. Present capacity 
is 86,400 kilowatts. 

The newest contract was signed by Bonne- 
ville Power Administrator Paul J. Raver, and 
Mayor F. R. Bowersox and Recorder Elsie 
O’Rourke of Monmouth. 

The city was said to be negotiating with 
Mountain States Power Company for purchase 
of the company’s facilities within and adja- 
cent to Monmouth, under authorization of a 
bond issue voted last year. Bonneville is pre- 
pared to deliver power when the distribution 
system is acquired. 

The contract does not set up retail rate 
schedules, but stipulates that the city and the 
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Bonneville Administrator must agree on rate 
reductions before delivery of power. 


Rate Cuts Sought 


HREE Officers of the Bonneville Service 

Committee, a recently organized group 
of business men that has declared for a Port- 
land people’s utility district, last month filed 
formal complaint with the public utilities com- 
missioner, asking him to order Portland elec- 
tric utilities to reduce commercial lighting 
and power rates by 50 per cent immediately. 
The complaint was signed by C. A. Lucas, 
— W. Temple, and William F. Wood- 
ward. 

It alleged that Portland General Electric 
Company and Northwest Electric Company 
have sufficient information in their files con- 
cerning commercial customers to permit im- 
mediate rate reductions. The complaint held 
that a field survey was unnecessary, “and 
both of said power companies have delayed 
even sending crews into the field to make such 
surveys in order that they may announce such 
reduced commercial schedules immediately 
prior to the Portland Public Utility District 
election which will be held on May 17th.” 

The complaint attacked reduced residential 
schedules filed by the companies and tenta- 
tively approved by Commissioner Ormond R. 
Bean, and alleged that commercial lighting 
rates “are unreasonable and unjustly dis- 
criminatory, and among the highest in the 
entire state of Oregon, being higher than the 
rates charged in Corvallis, Albany, or in 
Seattle, Tacoma, Eugene, Los Angeles, San 
Francisco, or other cities.” 


PUD Buys Power Firm 


lg vara County Public Utility District 
last month purchased the West Coast 
Powér Company’s distribution system for 
$40,000 and would begin using Bonneville 
power shortly, Paul J. Raver, Bonneville Ad- 
ministrator, said. Because the county is with- 
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in 15 miles of the dam, the PUD can buy 
electricity for $15.75 a kilowatt year, includ- 
ing cost of transmission. Raver said this 
would give the district the lowest wholesale 
rate in America. The power will be delivered 
over the government transmission line which 
extends to Cascade Locks. 

The West Coast Company had 35 miles of 


line which served 474 customers last year 
The district was organized in 1938. All of its 
expenditures will be financed out of a 4} per 
cent bond issue, which was sold at par and 
which will be repaid solely from electrica! 
earnings, it was reported. Purchase of the 
private company’s properties was through 
negotiation, rather than condemnation. 


Pennsylvania 


Gas Sales Criticized 


he swag» criticism of the Peoples Natural 
Gas Company for selling gas at wholesale 
to New York utilities at 18 cents per thou- 
sand cubic feet while buying additional gas 
from an affiliated supply firm at 35 cents was 
voiced recently at a state public utility com- 
mission hearing into Peoples’ demand for in- 
creased rates. 

J. French Robinson, Peoples’ president, 
identified exhibits showing reserve supplies of 
Peoples and the Hope Natural Gas Company, 
its supplier, together with figures showing 
that Peoples buys about 20 per cent of its gas 
from Hope while selling some northern Penn- 
sylvania gas to New York. Mr. Robinson 
argued that Peoples must maintain contracts 
with companies having a sufficient reserve 
supply of gas to insure that heavy winter peak 
demands always can be met. 

Action must be taken by the state commis- 
sion before February 1st or the new Peoples’ 


rates will automatically become effective, 
raising some domestic consumers’ bills as 
much as 42 per cent. 


Charge Rates Unreasonable 


HE Pennsylvania Public Ownership 

League petitioned the state public utility 
commission recently to investigate what it con- 
tended were “unjust, unreasonable, and dis- 
criminatory” rates charged by the Metro- 
politan Edison Company, of Reading. 

In its petition the league, headed by John J. 
Lipko, Harrisburg, complained the utility's 
property valuation was “grossly inflated” and 
that rates brought in excess of “reasonable 
returns.” Lipko said a similar complaint 
would be filed against the Sunbury Water 
Company. 

Another Lipko organization, the Pennsyl- 
vania Utility Consumers’ Service, Inc., is at 
loggerheads with the state commission over 
question of its jurisdiction over the service. 


South Carolina 


House Rejects Resolution 


HE state house last month refused to con- 
sider immediately a concurrent resolution 
proposing the creation of a joint legislative 
committee to investigate and study “the status 
of rural electrification in South Carolina.” 
Representative Padgett, of Colleton, intro- 
duced the measure but members’ objections 
sent it to the agriculture committee. Three 


house members and three senators would re 
port within sixty days after appointment, it 
was said. 

“The committee may in its discretion con- 
fer with officials of the Federal Rural Elec- 
trification Administration to the end that full 
information concerning the development of 
rural electrification may be secured and made 
available to the general assembly,” the pro- 
posal set forth. 


Tennessee 


Governor Delays Action 


A RESOLUTION adopted by the Tennessee 
County Judges Association requesting 
Governor Cooper to call immediately a special 
session of the state legislature to deal with 
power tax replacement problems brought a 
prompt refusal from the executive recently. 
The governor declared: 
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“To call the legislature now for the pur- 
pose of tax replacement before Congress has 
had an opportunity to act upon the pending 
Norris Bill for power tax replacement, to my 
judgment, would be premature. I am opposed 
to calling extra sessions of the legislature at 
all, except in case of dire necessity, which s0 
far hasn’t developed.” 

The governor said the legislature could 
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deal with the problem as well next fall or next 
year as at the present time and without in- 
ficting harm on any county. Cooper voiced 
his views concerning the special legislative 
session within half an hour after the passage 
of the resolution, which was placed before 
the county officials by Judge August Wilde of 
Madison county and seconded by Walter 
Stokes, former state finance and taxation 
commissioner. 

TVA representatives urged the county 
judges to support the Norris amendment 
vigorously, suggesting that foes of TVA 
would view dissension in Tennessee as am- 
munition with which to attempt to harass the 
entire program. 


Plans Franchise Fight 


AY Kraemer, Knoxville bus system head, 
purchaser of TEPCO’s street car fran- 
chise in Nashville, prepared recently to take 
up Mayor Thomas L. Cummings’ challenge 
that the franchise “no longer exists” and will 
attempt to show that any failure to comply 
with city charter regulations in the original 
transfer of the franchise from the defunct 
Nashville Railway & Light Company to 
TEPCO was negligence on the part of the 
city and not the power company. 

Mayor Cummings told the city council early 
last month, after A. T. Drinnon, general coun- 
sel for Kraemer’s Tennessee Coach Company, 
had announced his client’s intention of filing 
a petition with the council for approval of the 
franchise transfer from TEPCO to his com- 
pany, that he would “use every honorable 
means to fight any attempt to transfer 
TEPCO’s street car franchise” to any new 
company. The mayor insisted that the fran- 
chise was invalid and that the power company 
was only allowed to operate on “sufferance.” 

The number of franchise ordinances sub- 
mitted and passed on first reading at the 
meeting of the city council on January 2nd 
was increased to three by the introduction of 
a new ordinance drafted by Jordan Stokes, Jr., 
and Jordan Stokes III for Jack Clay and his 
associates. Stokes has filed a bill of com- 
plaint in chancery court insisting that the 
TEPCO franchise is invalid. The suit, if suc- 
cessful, is designed to pave the way for ac- 
ceptance of Clay’s bid for a bus franchise. 

Mr. Kraemer on January 13th released his 
proposed bus franchise ordinance and at the 
same time announced the capitalization of his 
company would be increased to $1,000,000. 
Kraemer’s 5-cent-fare ordinance was drafted 
in the name of the Nashville Transit Lines, 
which was recently granted a charter of in- 
corporation by the Secretary of State. 


Power Profit Claimed 


TT Chattanooga Electric Power Board 
last month claimed a profit of $99,406 and 


consumer savings of $553,731 for four and a 
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half months of distributing TVA power. 

Covering the period prior to January 1st 
when it operated distribution properties for- 
merly owned by the Tennessee Electric Power 
Company, the board’s report showed an in- 
come of $1,244,746 or $467,677 above operating 
expenses. The surplus of $99,406 remained 
after deductions for the bonded debt, taxes, 
and depreciation. 

The board paid its share of county and city 
taxes, $138,800 and $130,754, respectively, last 
year and said it would continue payment of 
the city levy. Pending state legislation for 
authority to make the county payment, the 
board said it would set the amount aside. 

Chattanooga joined with other cities and 
the TVA last August 16th in purchase of the 
generating and distribution facilities of the 
Tennessee Electric Power Company. 


NES Head Elected 


E. Carnes last month was elected gen- 

* eral manager of the Nashville Electric 
Service by the unanimous vote of the Nash- 
ville Power Board in regular session. Carnes, 
connected with Nashville electric utilities for 
thirty-six years, had been acting general man- 
ager of NES since the death of J. P. W. Brown 
on December 28th, and was formerly assistant 
to Mr. Brown when the latter was general 
manager of the Tennessee Electric Power 
Company. 

The board voted to abolish Carnes’ former 
position which paid a salary of $6,500 a year 
and adding that to the difference between 
Carnes’ new salary of $8,500 a year and the 
salary of the former general manager, the 
board explained that it will net a saving of 
approximately $10,000 annually. 

An amendment offered by Leon Gilbert 
gave Carnes the same powers held by the late 
J. P. W. Brown as general manager of the 
organization. 

The city, TVA, and NES are in agreement 
in regard to purchase of electricity from NES 
for municipal uses, City Attorney W. C. 
Cherry said recently. It was indicated that 
the fate of the city steam plant, now gen- 
erating power for schools and other city- 
owned public buildings, will probably be de- 
cided by a referendum. It was planned ten- 
tatively that either NES or TVA would take 
over the steam plant for a stipulated price 
of $100,000. 

Of this amount $45,000 would be paid to 
bondholders to cover the outstanding bonded 
indebtedness against the plant. The remainder 
would be taken up in payment of contractual 
obligations either between the city and NES, 
or the city and TVA. 

Under terms of the TVA contract with the 
power board the board is prohibited from gen- 
erating electricity. This was said to indicate 
that it would be up to TVA to purchase the 
Nashville steam plant if either of the two 
agencies is to assume control of it. 
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Utah 


Board Reports Progress 


HE major endeavor of the Utah Public 

Service Commission at the present time 
“is the laying of a sound basis for the de- 
termination of values of utilities,” it was 
stated in the annual report of the commis- 
sion, submitted on January 10th to Governor 
Henry H. Blood. 

Nearly three years ago the commission 
ordered all electric utilities having gross 
annual operating revenues in excess of $25,- 
000 to adopt a uniform system of accounts, 
but “up to the present time no definite value 
for rate-making purposes has been placed upon 
the most important utilities in this state,” the 
report said. 

Signed by Chairman Ward C. Holbrook and 
Commissioners O. A. Wiesley and W. K. 
Granger, the report also outlined other ac- 
tivities of the commission and what has been 
accomplished in the way of rate adjustments 
and other regulatory efforts. The report con- 
tinued : 

“The four largest electric utilities in the 
state, the Utah Power & Light Company, the 
Telluride Power Company, the Southern Utah 
Power Company, and the Uintah Power & 


Light Company are now engaged in the work 
of reclassifying their property accounts jn 
conformity with this system of accounts, It js 
contemplated that this program will be com- 
pleted within the next fiscal year. 

“These utilities are also determining and 
setting up the original cost of their properties 
and making studies as to the proper rate of 
depreciation to be applied to them. When 
these three primary problems—the reclassif- 
cation of property accounts, determination of 
the original cost of properties and rate of de- 
preciation—have been solved sufficiently to 
provide a basis for the commission to work 
upon, a sound foundation will have been laid 
so that the matters of values and rates may be 
properly gone into. These factors then may 
be codrdinated with other factors, as enun- 
ciated by the courts, for the determination of 
values of utilities. 

“It should also be stated that while this 
program is being worked out the commission 
has followed its former policy of procuring 
rate reductions by negotiation and conference 
with the utilities, rather than by prosecuting 
controversial rate cases. This method has 
been very successful during the tenure of the 
present commission.” 


* 


Washington 


Rules for Power Districts 


Ye state department of public service on 
January 10th granted public utility power 
districts “free and unobstructed access to all 
of” the books, records, accounts, and proper- 
ties of the Puget Sound Power & Light Com- 
pany. 

The department also announced that it 
would “immediately commence an investiga- 
tion of the Puget Sound Power & Light Com- 
pany’s books, records, accounts, and properties 
for the purpose of making proper valuations 
and establishing fair, just, reasonable, and 
sufficient rates for the sale of electric energy 
by said company at wholesale to public utility 
districts and to rural codperative power 
systems.” 

The order, signed by A. M. Garrison and 


Ralph J. Benjamin, directors of the depart- 
ment, was in favor of the Washington State 
Grange and public utility districts of Cow- 
litz, Chelan, Douglas, Kittitas, and Whatcom 
counties. These agencies were represented at 
a hearing last September 15th in Seattle by 
a. Seattle legal firm and E. K. Murray. 

In the ruling, the department swept aside a 
company argument that the PUD attorneys 
were seeking the information as “subterfuge” 
in order to get the company’s books for use 
at condemnation proceedings already started 
against the company by several of the districts. 
In this respect, the order said “we should not 
give any consideration to the fact that com- 
plainants may obtain from the books and 
records of respondent facts of importance in 
the various pending condemnation proceed- 
ings.’ 


* 


Wisconsin 


Power Rates Extended 


HE state public service commission re- 

cently extended through 1940 five rate 
schedules of the Wisconsin Power & Light 
Company for industrial power customers. 
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These are nonstandard schedules which 
have been kept in force since July, 1936, when 
standard power rates were ordered because 
some customers served under the nonstandard 
schedules would otherwise have experienced 
considerable increases in their bills. 
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The Latest 
Utility Rulings 


Bond Issue Disapproved Where Common Stock 
Issue Found to Be Feasible 


W HETHER a public utility company 
should issue bonds for capital ad- 
ditions when common stock can be 
issued on favorable terms is not, accord- 
ing toa decision of the Securities and Ex- 
change Commission, a matter entirely 
for company management. The commis- 
sion, by a 3-to-2 decision, refused to per- 
mit a declaration for the issue of bonds 
for reimbursement of the treasury to be- 
come effective, although it permitted to 
become effective a declaration as to the 
issuance and sale of bonds for refunding 
purposes. 

The reasons given for refusing ap- 
proval of the bond issue for reimburse- 
ment of the applicant’s treasury because 
of capital expenditures were that the 
company could readily obtain the needed 
amount through the sale of additional 
common stock on favorable terms; that 
the ratio of common stock and surplus to 
total capitalization was but 20 per cent (a 
ratio considerably lower than  cor- 
responding ratios of other companies) ; 
that the balance of depreciated property 
remaining for common stock and sur- 
plus after making allocations to debt and 
preferred stock was approximately 11 
per cent ; and that if the bonds and a new 
stock issue were permitted and the pro- 
ceeds used entirely for property addi- 
tions, the ratio of debt to depreciated 
property would be 56.4 per cent, which 
was considered by the commission to be 
too high, 

Reference was made to the fact that 
an offer had been made to purchase, at 
a price at least equal to book value, 
enough common stock to assure the com- 
pany a minimum equal to the proposed 
bond issue for capital additions. Refer- 
ence to this offer, it was said, was not in 


any way intended to indicate that the 
company was under duty to market any 
of its securities to the offerer, but this 
showed that common stock financing 
was available. 

In making a finding that financing by 
such a bond issue was not appropriate, 
the point was made that any program 
of financing must take into account the 
possibility of future changes in earning 
power. 

A corporation may, at a time of finan- 
cial stress, be confronted with the 
necessity of obtaining capital for replace- 
ment or expansion of plant facilities or to 
meet maturities. At that time financing 
may be possible only if the corporation 
has not previously exhausted its credit 
by the issuance of bonds. The commis- 
sion disclaimed, however, any intention 
to intimate that the funded debt of the 
company had reached the danger point, 
or would reach that point if the additional 
debt were created. 

An offer made by the two principal 
underwriters that they would not receive 
any underwriting fees in connection 
with the sale of the authorized bonds, in 
the event that they should later be found 
to be affiliates, was accepted by the com- 
mission. 

An application by the parent corpora- 
tion for approval of acquisition of com- 
mon stock to be issued by the subsidiary 
was dismissed on the ground that such 
acquisition was exempt under the rules 
of the Securities and Exchange Com- 
mission. 

A declaration as to the issuance and 
sale of common stock at $28.25 per share 
was permitted to become effective. Re 
Consumers Powers Co. (File No. 43- 
270). 
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Premium Call Rate on Bonds Raised to 
Increase Marketability 


N application by a telephone company 
for authority to modify outstanding 
bonds and an indenture of mortgage 
securing the bonds so as to raise the 
premium call rate was approved by the 
Tennessee commission. The purpose of 
the change was to enable a parent cor- 
poration, to which the bonds had been 
sold, to sell the bonds at a higher price. 
Before granting authority the com- 
mission obtained a stipulation that, after 
expenses involved in acquiring and dis- 
posing of the bonds had been defrayed, 
the excess of the sale price over the 
amount for which the bonds were orig- 
inally purchased should be paid into the 
treasury of the subsidiary operating com- 
pany. The bonds had been sold to the 
parent company at $960 per $1,000 face 
value bond. The parent company was 
able to dispose of the bonds under the 
changed terms at approximately $1,- 
057.50 for each bond. Expenses were not 
to exceed $25 per $1,000 face value 
bond. 

The opinion was expressed by the 
commission that the increase in the rate 
of call should not be authorized unless 
adequate benefits would be accorded to 
the operating company as a consideration 
for the change. The commission said in 
part: 


A bond indenture and outstanding bonds 
thereunder constitute an existing con- 
tractual obligation between the issuer of 
those bonds on the one part, and the present 
holder of the bonds for value on the other 
part. A modification of the contract which 
renders such bonds a more attractive in- 
vestment or a more valuable asset on the 


one part, should be supported by adequate 
considerations. 

It is unfortunate that the close relation. 
ship existing between an operating utility 
and its holding company makes arm's 
length dealings between these two parties to 
a contract well-nigh impossible. It is ac. 
cordingly incumbent upon the railroad and 
public utilities commission, which guards 
the interests of the users of utility services 
in the state, to closely scrutinize all such 
contracts, to assure that ample consideration 
in the way of benefits to be derived should 
be made available to the operating company 
within the state to set off against any ad- 
ditional burdens which may be assumed by 
that party. 


The applicant had insisted that, aside 
from any benefits to be derived from the 
changes proposed, it would be in no 
worse position than at present as a result 
of the changes. The commission was 
struck by the fact, however, that the ap- 
plicant had been unable to satisfy those 
responsible for the investment of funds 
of insurance companies interested in this 
particular bond issue, that the circum- 
stances surrounding the company were 
such that it could not beneficially ref- 
nance its obligations under such terms as 
would render it advisable to call them. 
The commission said that if the insur- 
ance companies could not be convinced, 
the commission should not hastily be 
convinced either. The insurance com- 
panies, it was said, evidently believed 
that the call price was a very material 
consideration and affected the value of 
the bonds to any person desiring to obtain 
a long-term investment. Re Southern 
Continental Telephone Co. (Docket No. 
2363). 


e 


Kansas Commission Order Fixing Minimum 
Rates for Contract Carriers Sustained 


N an appeal from an order of the 
Kansas commission fixing mini- 
mum rates for contract motor carriers 
the state supreme court held that a trial 
court was correct in holding the order 
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of the commission was not unlawful, 
unreasonable, or contrary to law. The 
order under consideration was said to 
be the first attempt at regulating rates 
for contract carriers in the state. 
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The Kansas statute does not give the 
commission authority to fix rates for 
contract carriers, but it can fix only 
minimum rates. Accordingly, the court 
pointed out, the contract carriers are not 
compelled to haul at the established 
minimum rate but can charge under the 
law and the order of the commission 
any price they wish to charge so long 
as it is not less than that rate. 

It had been argued that there was no 
evidence of a statewide identity of con- 
ditions to justify a statewide identity of 
contract carrier rates or a blanket order, 
and that the order was made without 
sufficient evidence to support a finding 
that contract carrier rates should be re- 
lated to common carrier rates. The com- 
mission heard evidence from contract 


carriers from different parts of the state 
and operating under various circum- 
stances. Had the commission gone into 
the question of the expenses of every 
contract carrier in the state, said the 
court, the hearing never would have 
been completed and the commission 
would never have had time for its other 
work. In the words of the court, “the 
fact is that there are some elements about 
any freight-rate structure that must be 
arbitrary.” 

Finally, said the court, the matter is 
not res adjudicata, but it can be opened 
by the commission on its own motion 
or on complaint of an interested party 
at any time. Atchison, Topeka & Santa 
Fe Railway Co. v. State Corporation 
Commission, 95 P(2d) 554. 


7 


Missouri City Again 


Fails to Oust Electric 


Company 


or the third time in an 8-year legal 

fight to oust the Missouri Utilities 
Company, the city of Sikeston lost out 
in the Missouri Supreme Court. The 
company operates without a franchise 
in competition with the municipally 
owned light and power plant. 

In 1932 the supreme court held that 
the city was estopped from ousting the 
company by permitting it to operate 
without objection after expiration of its 
franchise and by various official acts ac- 
quiescing in those operations over a 


period of about nine years. The court in 
its recent decision found no such change 
of conditions as to change the earlier de- 
cision. 

In its second defeat the supreme court 
had affirmed a decision of the public 
service commission refusing to hold 
that there was no public necessity for 
the company operations in the city. This 
was on an application by the city for an 
order requiring the company to abandon 
operations. City of Sikeston v. Missouri 
Utilities Co. 


7 


Reorganization Plan Disapproved for Lack of Commission 
Power to Approve Abandonment 


A PETITION by the Boston, Revere 
Beach and Lynn Railroad Com- 
pany to the Massachusetts Department 
of Public Utilities for authority to aban- 
don all its stations and train stops and 
discontinue all of its transportation oper- 
ations, and for approval of a plan of re- 
organization filed in a Federal court un- 
der §77B of the Bankruptcy Act, was 


dismissed and disapproval of the plan 
was certified. The department held in 
substance that it had no delegated author- 
ity to approve a complete abandonment 
of service and disposal of the company’s 
property. 

The main purpose of the reorganiza- 
tion plan, it appeared, was to promote the 
liquidation of the property. Commission- 
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er Webber, commenting on this feature, tions rather than an entire railroad. The 


oil: rule was stated that a chartered railroad 


... it is also to be observed that the plan 
submitted for our approval by the petitioner 
is not, in our opinion, in the true sense, a 
reorganization plan. The term reorganiza- 
tion, in the spirit of the radical departure 
from the general bankruptcy process intro- 
duced by § 77B, brings to our minds such 
thoughts as reconstruction, repair or cure, 
and in that sense it seems that advisory co- 
Operation of state regulatory commissions 
is necessary to the proper functioning of 
that statute when public utility corporations 
are before the court. The office of reorgan- 
ization, as we interpret that term, is a change 
to a more satisfactory form or method of 
operation, and not the ultimate extinction 
or liquidation, as we view the main pur- 
pose of the plan itself — to preserve the 
business of the debtor by allowing him to 
continue in possession. Liquidation presumes 
bankruptcy, and distribution of assets among 
creditors, and the final chapter of the book. 


corporation cannot, as an ordinary busi- 
ness corporation, divest itself of all its 
property without legislative consent. The 
rule, it was said, goes even beyond direct 
conveyances and transfers without legis. 
lative authority and with logical con- 
sistency places under the ban all contracts 
and arrangements having a disabling ef- 
fect upon the ability of a public railroad 
to perform its public functions. Further- 
more, said Commissioner Webber: 

Nor is the fact that the franchise of the 
petitioner road is withheld from the trans- 
fer, of legal consequence. The prohibition 
of law is not limited to franchises only, 
Any alienation of substantially all property, 
real and personal, so as to disable a railroad 
from carrying on the business which it has 
been chartered to do for the benefit of the 
public is equally as effective. And it makes 


The department was of the opinion no difference whether the transfer is abso- 
that a statute relating to railroad aban- _Iute or conditional or to take effect imme- 
: Kae are diately or at some future time. 
donment proceedings conferred jurisdic- 
tion upon the commission only with re- Re Boston, Revere Beach and Lynn 
spect to abandonment of occasional sta- Railroad Co. (D.P.U. 5903). 


7 


Overheads Erroneously Charged to Operation Are 
Transferred to Capital Account 


, F ‘HE New York Supreme Court, ap- The petitioner in this case had no exact 


pellate division, annulled an order guidance or instruction, but was only regu- 

lated and supervised by the commission in 
; ; ; p a rather loose and perfunctory manner. Its 
pality which was operating an electric superintendent, though in charge of the 
plant to strike certain proposed journal bookkeeping, was not an expert accountant. 


entries from its operating property ac- It was a small utility and he had many duties 


of the commission directing a munici- 


: : : to perform. He followed the system of ac- 
counts which the village sought to write counts prescribed for private utilities as best 


into its capital accounts. It seems that he could interpret it. Under such circum- 
the superintendent of the plant, owing stances his error cannot be justly found to 
to errors in accounting, had charged cer- be a deliberate error of judgment after - 
tain so-called overhead costs to operating amd compete, knowledge of cole 
expenses. Under the uniform system of chanical error made in an effort to interpret 
accounts such items would have been a system that is still subject to some contro- 
properly chargeable to fixed capital. versy, and therefore should not be conclu- 
In response to the commission’s con- _—_ “!V€ against petitioner. 
tention that, even if the overheads had a The court, in support of the above 
basis in fact, since they had been once holding, mentioned that it had previously 
charged to operating expense accounts, held in another case that overheads 
they cannot now be charged to fixed should be allowed even though they were 
capital accounts so as to increase the lat- originally charged to operating expense, 
ter, the court said: and also that a readjustment is not to be 
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THE LATEST UTILITY RULINGS 


denied because of past profits due to 
mistakenly enlarged operating expenses. 
Furthermore, the court made the follow- 
ing statement : 


The conclusion of the commission that the 
overheads claim was wholly theoretical is 
not sustained by any substantial evidence, 
and quite to the contrary there is fair evi- 
dence that such overheads were actually in- 
curred. The conclusion that such overheads, 
assuming them to have been actually in- 
curred, having once been charged to oper- 
ating expenses cannot now be corrected and 
charged to capital accounts is not sustained 
as a matter of law. For reasons heretofore 
indicated the action of the commission in 
directing that these overheads be stricken 
out should be annulled. 


However, it was held that the commis- 
sion properly ordered that the estimated 


average cost of inducing additional cus- 
tomers to take service from a municipal 
plant be stricken from the operating 
property accounts where there was no 
evidence that any money was ever ex- 
pended for that purpose. 

Money expended by the village to in- 
vestigate and appraise an electric plant 
before the purchase thereof was held to 
represent in part the cost of the plant 
used and useful in the public service. 
Therefore, the court held that the com- 
mission had erroneously ordered the pro- 
posed entry representing that item to be 
stricken from proposed operating prop- 
erty accounts, such items never having 
been charged to fixed capital. Village of 
Wellsville v. Maltbie et al. 15 NY 
Supp(2d) 580. 


eS 
Adequate Service at Reasonable Rates 
Necessary to Preserve Monopoly 


, : ‘ue Arkansas commission by order 


canceled the protection of utility 
companies against competition when the 
companies do not provide adequate serv- 
ice at reasonable rates. The commission 
authorized one company to distribute 
natural gas in competition with another. 
The commission found that rates had 
been reduced only to a negligible extent 
in the case of domestic and commercial 
consumers, At the end of the hearings the 
existing company offered to meet a lower 
industrial rate if allowed to retain the 
consumers involved. The order stated: 


This eleventh-hour offer . . . appears to 
be an admission that the rates charged these 
three industrial consumers are too high and 
that it is attempting .. . to remove competi- 
tion and to continue its policy of charging 
what the traffic will bear to other industrial 
customers. 

To deny the application on the ground the 
intervener company now offers to meet the 
competition would give added incentive to 
this utility to keep its territory and rates 
without fear of competition, secure in the 
knowledge that should competition be 
threatened it can eliminate it by reducing its 
rates where competition arises. 


Re Lowisiana-Nevada Transit Co. 


e 


Other Important Rulings 


HE Pennsylvania commission, al- 

though finding rates of a water 
company did not produce an excessive 
return, found that such rates were not 
attractive to prospective customers, and 
therefore ordered the company to accu- 
mulate consumer consumption data 
with a view to designing a tariff at some 
future date which would prove more at- 
tractive to prospective customers and 


result in greater utilization of the com- 
pany’s facilities. It was said to be in- 
cumbent upon the company to assist the 
inhabitants within its territory in ob- 
taining a proper supply of water, and it 
was said to be reasonable to assume that 
a downward revision of rates would at- 
tract many prospective customers, par- 
ticularly those with limited means. 
Mastalski et al. v. Portage Township 
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Water Co. 
11698). 


(Complaint Docket No. 


The New York commission held that 
the provision of the Grade Crossing 
Elimination Act of 1939 providing for 
the inclusion of incidental improve- 
ments rendered necessary or desirable 
because of such elimination and reason- 
ably included in the engineering plans 
thereof does not authorize the inclusion 
of the cost of relocating privately owned 
water mains located in a public high- 
way and so charging the cost of this 
work to the state and the railroad com- 
pany involved. Re Western New York 
Water Co. (Case No. 4666). 


The appellate court of Indiana re- 
versed a judgment declaring that certain 
motor carriers were free to operate 
their trucks on state highways without 
registering with, or obtaining permits 
from, the state commission, the court 
holding that persons hauling commercial 
fertilizer and crushed limestone used as 
fertilizer from plants or quarries to 
farmers are not exempt from such 
registration under a statutory exemption 
of haulers of “agricultural commodi- 
ties.” Stiver et al. v. Mayhew et al. 
23 NE(2d) 614. 


The Wisconsin Public Service Com- 
mission, in approving the sale of utility 
property by one company to another, 
adopted a figure reflecting original cost 
less depreciation, deducted on a sinking- 
fund basis, as a basis of accounting for 
the utility property. Re Wisconsin Cen- 
tral Utilities Co. (2-U-1502). 


The Wisconsin Supreme Court held 
that the commission had no power to re- 
open for further evidence an order fix- 
ing just compensation, terms, and condi- 
tions in a proceeding by a municipality 
to acquire public utility property from 
a privately owned company, the commis- 
sion’s power in such a proceeding being 
quasi judicial and not legislative. Su- 


perior Water, Light & Power Co. v, 
Public Service Commission, 288 NW 
243. 


The Securities and Exchange Com- 
mission held that earning power is the 
proper criterion of value for purposes of 
reorganization pursuant to the Public 
Utility Holding Company Act as dis- 
tinguished from value for rate-making 
purposes. Therefore, such considerations 
as book values, original and historical 
costs, and reproduction costs new less 
depreciation, in determining the value of 
utility property for the purposes of re- 
organization are generally of evidentiary 
significance only in so far as they bear 
upon earning power. Re Utilities Power 
& Light Corp. (File Nos. 34-8, 52-3,5,9, 
10, 59-1, Release No. 1655). 


The Kansas City Court of Appeals 
held that an appellate court, reviewing 
a commission order denying an applica- 
tion for a certificate, is confined to the 
question of whether or not the order is 
unreasonable and unlawful. State ex rel. 
Ringo v. Public Service Commission et 


al. 132 SW (2d) 1080. 


The district court for the District of 
Columbia recently held that the word 
“employees,” as used in the Motor Car- 
rier Act provision that it shall be the com- 
mission’s duty to regulate carriers by 
establishing reasonable requirements 
with respect to qualifications and maxi- 
mum hours of service of employees, is 
inclusive, and does not limit the com- 
mission’s powers to the drivers of trucks 
and busses. American Trucking Associa- 
tions, Inc. v. United States et al. 


Carriers must furnish grain doors for 
installation in cars to be used for bulk 
grain loading, the Missouri commission 
has held, but the work of installing the 
grain doors should be performed at the 
shippers’ expense. Board of Trade of 
Kansas City et al. v Alton Railroad Co. 
et al. (Case No. 9610). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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GEORGIA PUBLIC SERVICE COMMISSION 


Re Georgia Power & Light Company 


[File No. 16498-1, Docket No. 5312-A.] 


Valuation, § 42 — Rate base determination — Market value of securities. 


1. Little weight can be given to the market value of stocks and bonds in 
determining a rate base for an electric utility when the securities cover all 
holdings of the company, including water plants and ice plants as well as 
a packing plant, p. 140. 


Valuation, § 74 — Original cost determination — Book cost evidence. 


2. Book value of utility property, not representing original cost, but re- 
lecting increases in plant account resulting from property purchases and 
reorganizations, with excessive allowances for intangible items, can be 
given little weight as an element in the determination of fair value for 
rate-making purposes, p. 140. 


Valuation, § 75 — Reproduction cost estimate — Surveys — Boundary location. 


3. An assumption, as a basis for a reproduction cost estimate, that each 
boundary of the right of way would be located by survey crews for the 
guidance of the clearing crew is improper, since this is an unnecessary 
expense included in unit costs, for with the center of the right of way 
located by a survey crew for the location of the line itself persons in the 


clearing crew would measure the required distance to the boundaries, p. 
146. 


Valuation, § 378 — Reproduction cost estimate — Cost of defective contract. 


4. No allowance should be made‘in a reproduction cost estimate for the 
added cost of acquiring easements resulting from faulty execution of the 
first contracts, since it must be assumed that when easements are acquired 
the proper papers will be executed with the correct owners, and, if the 
management fails through mismanagement to protect the company, the 
burden should not be placed on the customers of the company, p. 147. 


Valuation, § 157 — Overheads — Electric utility — Steam plant. 


5. The application of 34.77 per cent to the base cost of steam plant units 
other than land and buildings is excessive, p. 149. 


Valuation, § 120 — Overheads — Addition to appraised value. 


6. The addition of further overheads to a contractor’s estimate, in an ap- 
praisal by an independent contractor to obtain reproduction cost, cannot 


be justified, since reproduction cost includes all necessary overheads, p. 
149, 


Valuation, § 155 — Overheads — Electric utility. 


7. An addition of 34.55 per cent for overheads to all items of electric 
utility property except land and buildings is excessive when a considerable 
amount of supervision and engineering is provided for in the base costs of 
the units, p. 149. 
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Valuation, § 125 — Overheads — Application to land. 
8. Overheads other than organization expense, interest during construction 
and in certain instances taxes during construction, are not applicable in 
determining reproduction cost of land where estimates as to current 
market price are obtained, p. 149. 


Valuation, § 125 — Overheads — Application to rights of way. 


9. The only overheads applicable to rights of way are organization and 
interest during construction, p. 149. 


Valuation, § 155 — Overheads — Electric utility. 


10. An average overhead figure of approximately 16 per cent was held to 
be ample in determining reproduction cost of electric utility property, p. 
149, 


Valuation, § 356 — Going value — Numerical calculation. 
11. No satisfactory yardstick has been developed for the determination of 
going value, nor can it be determined by any numerical calculation, p. 
154. 

Valuation, § 344 — Going value — Formula — Cost estimates. 


12. A formula employed in arriving at going value was rejected where 
based upon the cost of assembling and training personnel and tuning plant 
and equipment, operating plant at part load during the development period, 
establishing the business, establishing records, and fixed charges on unused 
plant during the development period, p. 154. 


Valuation, § 351 — Going value — Development costs — Training personnel. 
13. Cost of training personnel necessary to manage and conduct the busi- 
ness of a reproduced electric utility company would not be equal to two 
full months of the present total payroll of its entire seasoned and ex- 
perienced force, p. 154. 


Valuation, § 345 — Going value — Development cost — Gradual utilization. 
14, An estimate of development cost based upon the gradual utilization 
of the facilities of a reproduced electric utility was held to be exceedingly 
problematical in an age of increasing use of electric energy by those pro- 
vided with electric service and increasing demand from those not now 


served, p. 154. 


Valuation, § 350 — Going value — Development cost — Return on unused prop- 
erty. 
15. A rate of return of 74 per cent on unused property was not accepted 
where an estimate of going value was based partly upon fixed charges on 
unused plant during the development period, nor was an assumption that 
the entire property would be in place accepted, p. 154. 


Valuation, § 342 — Going value — Development cost. 


16. Going value bears no more relation to the cost of a property than 
plant value would to its earnings, p. 154. 


Valuation, § 332 — Going value — Separate allowance — Development cost. 
17. Inclusion of various intangible items in the calculation of present fair 
value of the various classifications of physical property is a sounder method 
of allowing for going value than adoption of a formula based upon esti- 
mated development costs, p. 154. 
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Valuation, § 288 — Working capital — Necessity of allowance. 


18. An allowance should be made for working capital for the reason that 
certain expenses would be incurred by a utility company in advance of the 
collection of revenue, p. 157. 


Valuation, § 114 — Cost of financing — Evidence — Financial structure. 
19. Hypothetical evidence showing the market price and approximate yields 
of bonds, preferred stock, and common stock of various utilities and in- 
dustrial companies, together with a suggested plan of sound financing, 
was held insufficient to establish cost of financing incurred by an electric 
utility company, to justify the inclusion of an added sum in the rate base, 
p. 158. 

Expenses, § 84 — Payments to affiliate — Unproven management services. 
20. Payments by an electric utility company to an affiliated corporation 
for management and service charges should be disallowed to the extent 
that they are not shown to be reasonable but are shown to represent services 
which the company’s staff could perform, it appearing that by far the 
greater portion of the charges are for the benefit of the holding company 
and its affiliated service companies and have no value whatsoever to the 
operating company, p. 161. 


Expenses, § 84 — Payment to affiliate — Service charge — Basis. 
21. A service charge by an affiliated company should not be based on the 
amount paid for purchased power, especially so where the payment is 
made to another service paying company, p. 161. 


Depreciation, § 22 — Basis for computation — Gross revenues. 
22. Annual depreciation expense should not be determined as a per cent 
of gross revenue, p. 164. 


Depreciation, § 13 — Basis for computation — Depreciable property. 
23. Annual depreciation expense should be determined as a per cent of 
depreciable property, p. 164. 

Depreciation, § 51 — Electric utility — Maintenance. 
24. An annual depreciation allowance of 34 per cent on the depreciable 


property of an electric utility was approved in addition to a provision of 
approximately 24 per cent for maintenance, p. 164. 


Valuation, § 155 — Overheads — Electric utility. 
Table of indirect construction overheads used in estimating reproduction 
cost of electric utility property, p. 152. 


(Wituoir and Perry, Commissioners, concur in separate opinions.) 
[November 7, 1939.] 


Sa nisi issued to electric utility company to show cause why 

rates charged for electric service under residential and com- 

mercial rate schedules should not be reduced; rate reductions 
ordered. 


¥ 


; APPEARANCES: J. F. Bailey, Pres- Harris, Attorney, St. Petersburg, 
ident, Valdosta, L. B. Moore, Asst. Florida, Kenderick R. Fenderson, At- 
to the President, Valdosta, John D. torney, St. Petersburg, Florida, and 
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T. Guy Connell, Attorney, Valdosta, 
for the Georgia Power and Light 
Company; O. W. Franklin, City At- 
torney, Valdosta, O. W. Franklin, Jr. 
Attorney, Valdosta, Lee S. Purdom, 
City Attorney, Blackshear, and H. M. 
Pafford, City Manager, Waycross, 
for consumers; Marshall Allison, As- 
sistant Attorney General, N. Knowles 
Davis, Chief Engineer, and Orrin S. 
Vogel, Valuation Engineer, for the 
Commission. 


By the Commission: The present 
proceeding was initiated by the Geor- 
gia Public Service Commission (here- 
inafter referred to as the Commis- 
sion) on its own motion under the 
rule nisi above referred to in a serious 
effort to adjust, with equity and fair- 
ness, for the time being at least, the 
domestic and commercial rate sched- 
ules for electric service rendered by 
the Georgia Power and Light Com- 
pany (hereinafter referred to as the 
company ). 


General Discussion and History 
of Company 


The respondent company was 
formed through the consolidation of 
the Valdosta Lighting Company, the 
Ware County Light and Power Com- 
pany, the Bainbridge Power Compa- 
ny, the Seminole Power Company, 
and the Waycross Ice and Cold Stor- 
age Company. Subsequently, the as- 
sets of the Charlton County Power 
Company serving Folkston, Georgia, 
and the Farmer’s Ice Company serv- 
ing Amsterdam and _ Attapulgus, 
Georgia, were acquired. 

Commission records show that the 
Waycross Electric Light and Power 


Company was organized and char. 
tered by the Ware County Superior 
Court on August 12, 1890, for the 
purpose of rendering electric service 
in Waycross. After passing through 
several different ownerships this com- 
pany became the Ware County Light 
and Power Company through a char- 
ter granted on April 8, 1910, by the 
Ware county superior court, which 
company was organized to acquire the 
Waycross plant and distribution sys- 
tem. This company subsequently ac- 
quired a franchise from the city of 
Blackshear, Georgia, on April 27, 
1925, and started operations there on 
August 2, 1925. The electric system 
in the city of Jesup was acquired 
about July 6, 1926, and during this 
same year franchises were acquired 
by this company in the towns of 
Homerville, Offerman, Patterson, 
Screven, and Waresboro. The orig- 
inal Waycross generating plant was 
built in about the year 1900 and a pro- 
ducer gas plant with two gas engines 
was installed in 1910 and abandoned 
in 1913. Of the present generating 
plant one 500-kilowatt turbo genera- 
tor unit was installed in 1913, a sec- 
ond 500-kilowatt turbo generator unit 
was installed in 1919, and the 2,500- 
kilowatt unit was placed in service in 
1926. This largest unit was second- 
hand when installed, having been pre- 
viously in service in Keyport, New 
Jersey, since 1916, 

The Valdosta Lighting Company 
came into existence on May 11, 1912, 
through a charter granted by the 
Lowndes county superior court and 
this company took over the Consoli- 
dated Ice and Power Company operat- 
ing in Valdosta. Franchises were ac- 
quired by this company from the 
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towns of Boston, Hahira, and Sparks, 
in 1924 and 1926. 

The Bainbridge Power Company 
was chartered on October 7, 1919, 
in the Decatur county superior court 
and constructed the small Spring 
Creek Hydro Plant which was put in- 
to operation in the summer of 1922. 

The Municipal Service Company, 
as a holding company, acquired the 
controlling securities of the Ware 
County Light and Power Company 
about December, 1923, and of the 
Valdosta Lighting Company about 
October 31, 1924. It also acquired 
the controlling securities of the Way- 
cross Ice and Cold Storage Company. 
The Municipal Service Company was 
a subsidiary of the Jersey Central 
Power and Light Company, of which 
the Bainbridge Power Company was 
also a subsidiary. All the utility com- 
panies merged to form the Georgia 
Power and Light Company were 
therefore affiliated companies of the 
Municipal Service Company prior to 
the merger. Properties of the Mu- 
nicipal Service Company were operat- 
ed by Day and Zimmermann until 
about March 4, 1925, and by General 
Engineering and Management Com- 
pany from about March 4, 1925, to 
May 31, 1927, when the consolidation 
was made forming the Georgia Power 
and Light Company. 


The Charlton County Power Com- 
pany was acquired by the Georgia 
Power and Light Company in April, 
1930. Some years later the Folkston 
Power Company, a subsidiary of the 
Georgia Power and Light Company, 
was formed to operate the Folkston 
system, and this company remained in 
existence from January 3, 1935, to 
December 31, 1936, after which time 


the Folkston Plant was again acquired 
by the Georgia Power and Light Com- 
pany. 

On August 1, 1935, the Farmer’s 
Ice Company serving the towns of 
Amsterdam and Attapulgus was ac- 
quired by the Georgia Power and 
Light Company. 

During 1928, the common stock of 
the Georgia Power and Light Com- 
pany was acquired by the Seaboard 
Public Service Company, which com- 
pany was controlled by the National 
Electric Power Company, which in 
turn was controlled by the Middle 
West Utilities Company. The Jersey 
Central Power and Light Corpora- 
tion, of which the Municipal Service 
Company was a subsidiary prior to 
the formation of the Georgia Power 
and Light Company, and whose name 
was changed to National Public Serv- 
ice Corporation on March 24, 1925, 
was also a subsidiary of the National 
Electric Power Company. 

The Penn-Southern Power Corpo- 
ration acquired the common stock of 
the Georgia Power and Light Compa- 
ny on June 28, 1933. This company 
was organized as a holding company 
to own the entire common stocks of 
the Georgia Power and Light Com- 
pany, the Florida Power Corporation, 
and other companies, all of which 
weré bankrupt Insull subsidiaries. 

During 1935, the Southeastern 
Electric and Gas Company, a subsid- 
iary of the Associated Gas and Elec- 
tric Company, acquired all the com- 
mon stock of the Georgia Power and 
Light Company and so held it on De- 
cember 31, 1938. 

The respondent company renders 
electric service to that part of Georgia 
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lying along and near the Florida 
border. The following communities 
are served at retail, Jakin in Early 
county, Donalsonville in Seminole 
county, Colquitt in Miller county, 
Amsterdam, Attapulgus, Bainbridge, 
Climax, Faceville, and Fowlstown in 
Decatur county, Boston and Coolidge 
in Thomas county, Barwick and Pavo 
in Thomas and Brooks counties, Bar- 
ney and Morven in Brooks county, 
Cecil and Sparks in Cook county, Ray 
City in Berrien county, Hahira, Lake 
Park, Naylor, and Valdosta in 
Lowndes county, Lakeland and Stock- 
ton in Lanier county, Howell and 
Statenville in Echols county, Pearson 
in Atkinson county, Homerville and 
DuPont in Clinch county, Waycross 
and Waresboro in Ware county, 
Folkston, Homeland, and Race Pond 
in Charlton county, Blackshear, Offer- 
man, and Patterson in Pierce county, 
Hoboken and Nahunta in Brantley 
county, and Jesup, Odum, and Screven 
in Wayne county. The company is 
serving rural customers within this 
general territory from 6.9 kilovolts 
and 11 kilovolts rural distribution 
lines built with funds advanced by 
the Rural Electrification Administra- 
tion. 

The company renders service at 
wholesale to Adel in Cook county, 
Brinson in Decatur county, Cairo 
and Whigham in Grady county, Iron 
City and Lela in Seminole county, and 
Quitman in Brooks county. Al- 
though the company owns one hydro 
generating plant and a steam standby 
plant, the principal source of energy 
is from Florida, supplied by the Flori- 
da Power Corporation, and affiliated 
Company. The hydro plant has an in- 
stalled capacity of 800 kilowatts and 
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is located on Spring creek in Decatur 
county and the steam plant located at 
Waycross has an installed capacity of 
3,500 kilowatts. 


An outline and detail map showing 
graphically the territories served and 
indicating the company’s facilities, js 
attached hereto and marked Exhibit 
No. 1. [Map omitted.] 


Respondent company likewise op- 
erates water plants at Barwick, Col- 
quitt, Climax, Donalsonville, and 
Pavo, ice plants at Bainbridge, Col- 
quitt, Donalsonville, Folkston, Val- 
dosta, and Waycross, and owns a 
packing plant at Waycross which are 
not under the jurisdiction of this 
Commission and therefore were not 
involved in this hearing and will not 
be considered in this order except in 
so far as the questions of segregation 


and allocation may arise. 


All the territory adjacent to that 
served by the Georgia Power and 
Light Company in the state of Geor- 
gia is now served by the Georgia Pow- 
er Company and REA lines, and the 
comparison thus afforded of the vari- 
ance of the level of the rates in these 
neighboring communities accounts to 
some extent for the complaints which 
have given rise to the several investi- 
gations in the rates of this company 
which were reviewed in the company’s 
written response filed in this present 
proceeding. However, the company 
refers to nine separate orders reducing 
its rates since 1930, but as a matter 
of fact the orders of this Commission 
show that since that date the following 
are all the rate revisions brought about 
by Commission action and several of 
these reductions were filed voluntarily 
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by the company after the Commission 


issued its rule nisi: 
Gross 
Estimated Annual 
Annual Revenue 
Classification Reduction Electric 


Residential $13,908 $631,049 


Residential & 

Commercial 66,463 656,380 

Commercial 2,200 801,374 
18,260 863,713 


Residential 
Commercial 12,500 919,913 
988,970 


Effective 
Date 


Feb. 1, 1934 
Aug. 1, 1934 


Apr. 1, 1937 
Sept. 1, 1937 
Apr. 1, 1938 
June 30, 1939 

It is interesting to note the continu- 
ous and substantial increase in the 
company’s gross revenue during this 
period in which the rate reductions 
were cited by the company. Within 
this time there has been no substantial 
increase in the territory served by the 
company and therefore the above in- 
creases in revenue are not due to any 
substantial enlargement of their sys- 
tem. 

While the present proceeding was 
only recently commenced, namely, by 
rule nisi issued on the 15th day of 
March, 1939, and made returnable on 
the 24th day of May, 1939, and hear- 
ing on which was continued on motion 
of the company until June 21, 1939, 
and again continued on motion of the 
company to July 12, 1939, it is a part 
and developed out of the hearings and 
conferences had in connection with 
the two prior rules nisi which resulted 
in the two last rate reductions above 
referred to in 1937, and 1938. Dur- 
ing these investigations the Commis- 
sion found itself seriously handi- 
capped by reason of the lack of in- 
formation, both as to fair value, as 
well as to operating expenses in treat- 
ing the rates of this company further. 

Accordingly, the rule nisi which 
had been issued in 1937 was dismissed 
by the Commission upon the volun- 


tary and separate filing by the compa- 
ny of somewhat reduced schedules of 
domestic and commercial rates, with 
the announcement that the Commis- 
sion would make a complete field in- 
ventory and cost study of the compa- 
ny’s physical property, used and use- 
ful, in supplying electric service to its 
customers, for the purpose of deter- 
mining the fair value as a rate base. 
At the same time, the further an- 
nouncement was issued that a careful 
and detailed study of the operating 
revenues and expenses of the compa- 
ny would be made. 


By reason of the Commission’s lim- 
ited staff it was necessary first to or- 
ganize an appraisal department, and 
the greatest possible care was exer- 
cised in the selection of a thoroughly 
competent valuation expert to super- 
vise this work. After a careful and 
exhaustive search the Commission se- 
cured the services of a very capable 
and experienced engineer, Mr. O. S. 
Vogel, who is an experienced electric- 
al engineer, specializing in utility ap- 
praisal work. He has been actively 
engaged in utility valuation work for 
a period of fifteen years, of which ap- 
proximately eleven years were spent 
in the appraisal of electric utilities in 
Georgia. For two years he was con- 
nected with a consulting engineering 
firm in New York specializing in elec- 
tric utility valuation ; and for one year 
he was engaged in private practice as 
a valuation engineer working on elec- 
tric utilities. Since January, 1938, he 
has been engaged as a valuation expert 
for this Commission. It was brought 
out in the hearing that the Commis- 
sion’s valuation engineer had made 
more than fifty appraisals throughout 
the eastern and southeastern states, 
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and that he was an experienced utility 
cost accountant. 

This engineer, with the Commis- 
sion’s chief engineer, Mr. N. Knowles 
Davis, was placed in direct charge of 
the undertaking, including the organ- 
ization of the necessary field and office 
force in order to carry out the work. 
Active work was begun by the Com- 
mission’s staff in January, 1938, when 
a careful and complete study was 
made of the Commission records per- 
taining to the respondent company 
and its predecessor companies in or- 
der to become familiar with the his- 
tory of the company as well as to de- 
termine what historical cost figures 
could be developed. 

There are a great many records on 
file with the Georgia Public Service 
Commission pertaining to the proper- 
ties which were consolidated to form 


the Georgia Power and Light Com- 


pany. There have been several pre- 
vious rate cases in connection with 
those properties where values have 
been submitted either as partial values 
or book figures. A thorough exam- 
ination of the records pertaining to 
the individual companies indicates 
that the record-keeping methods used 
prior to 1924 were not standardized, 
which makes it very difficult to make 
a historical study from the records 
concerning those properties. 

There are two main independent 
companies which were consolidated in 
forming the Georgia Power and Light 
Company. The Waycross Electric 
Light and Power Company, which 
later became the Ware County Light 
and Power Company, and the Valdos- 
ta Ice and Manufacturing Company, 
which later became the Valdosta 
Lighting Company. 
31 P.U.R.(N.S.) 


The first records that we have of 
the Ware County Light and Power 
Company pertain to the year 1909, 
The property was apparently sold at 
about that time to Boemister and 
Loomis and a horse back appraisal 
was made of the property which indi- 
cated that its value was approximately 
$60,000. The Ware County Light 
and Power Company was formed in 
1910; bonds and preferred stock in 
the amount of $200,000 were author- 
ized. It was estimated at that time 
that approximately 61 per cent of the 
property was in the electric depart- 
ment, the rest being ice property. 

Those appraisals were carefully 
studied to gain a better understanding 
of the make-up of those properties. 
The original records do not show al- 
locations of costs by departments, and 
it was useless to try to make an ac- 
curate breakdown. 


The records on file with the Com- 
mission pertaining to the net additions 
to the Ware County Light and Power 
Company from 1910 through 1924 
afford a good picture of the growth of 
this property. However, this is the 
period prior to the adoption of the 
uniform system of accounts and, 
therefore, an analysis of those costs 
fail to show how the improvements 
were charged or how, or on what 
basis, the retirements were estimated. 
For that reason, such figures are of 
little value in this case. 

There is in the file an appraisal of 
the electric department of the Ware 
County Light and Power Company, 
prepared by Mr. Eley, in which he 
developed the Reproduction Cost as 
of January 1, 1922. The amount set 
out for the electric department is ap- 
proximately $370,000. An examina- 
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tion of that appraisal discloses that it 
includes 23 per cent for overheads and 
that an allowance for contractor’s fees 
has been made in the direct charges, 
10 per cent being allowed on all jobs 
greater than $5,000 and 15 per cent on 
all jobs less than $5,000. A report 
of that kind is very valuable as a study 
of the history of the property and the 
units in place at a fixed date, but is of 
little use at the present time in the de- 
termination of value. 

Studies were made of reports that 
were prepared by George Huling of 
the Irving Trust Company of New 
York, who were trustees in bankrupt- 
cy for the National Public Service 
Company, a company that had control 
of these properties at the time, and 
which reports were made for the pur- 
pose of consolidating the properties. 
Mr. Huling points out that his studies 
were seriously handicapped because 
the records were incomplete and in 
some cases lacking entirely at that 
time. Because of the absence of com- 
plete records and because of the many 
changes in the properties and in the 
record-keeping methods used we do 
not consider the old records of real 
value to us except as a source of his- 
torical information. 

The figure arrived at as the book 
value by Mr. Huling as of October 31, 
1924, for the Ware County Light and 
Power Company depreciable property, 
based on such records as he could 
obtain, was $261,230.40. Net addi- 
tions to Mr. Huling’s figure up to the 
time of the consolidation on May 31, 
1927, results in an amount of $531,- 
612.46 for depreciable property of 
that company. At the time Mr. Hul- 
ing set up the books he classified the 
following as nondepreciable items 


which were added: Land $15,736.60, 
organization $274,287.40, engineer- 
ing and superintendence $13,213.08, 
interest $3,482.06, and miscellaneous 
$446.94. Combining those figures 
the amount set up May 31, 1927, for 
the Ware County Light and Power 
Company was $838,778.54. 

The excessive allowances for in- 
tangible items, and the lack of com- 
plete information regarding the origi- 
nal costs, makes such information of 
little worth to the Commission in its 
effort to determine value. It is ap- 
parent, from the early records, that 
the books reflect the increases in the 
plant account resulting from each pur- 
chase and reorganization, and they do 
not represent original cost. 

The Valdosta Ice and Manufactur- 
ing Company was organized in 1910. 
At that time an appraisal was made by 
Mr. C. O. Pinch which indicates that 
the property was worth approximately 
$60,000. Between 1910 and 1912 the 
Consolidated Ice and Power Company 
was formed and capitalized at $100,- 
000. In May, 1912, that company 
was dissolved and the Valdosta Light- 
ing Company organized. 

There is a great deal of information 
pertaining to the additions by accounts 
to the Valdosta Lighting Company in 
the file of the Commission. However, 
it is very difficult to make an analysis 
of book additions as many of the rec- 
ords were made prior to the adoption 
of the uniform system of accounts in 
1924. The bookkeeping procedure 
prior to that time was far from uni- 
form and little care or supervision was 
given to the making of clear and ac- 
curate records for future use. 

There is an appraisal on file by Mr. 
H. T. Hartman made in June, 1912. 
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The electric department of the Val- 
dosta Lighting Company is set out 
at that time in the amount of $193,- 
356.03; that figure includes a 10 per 
cent charge for contractor’s profit. In 
1915 another appraisal was made by 
Solomon and Norcross, and an exam- 
ination of the accounts set out therein 
when compared with the 1912 ap- 
praisal figures indicate that certain 
items of property such as land, struc- 
tures, and miscellaneous property ap- 
parently have been arbitrarily in- 
creased. Another factor that tends to 
destroy the value of this appraisal, as 
a record of cost, is that an item of 25 
per cent for going concern value has 
been added and no explanation has 
been given regarding the overheads 
included in the appraisal. 

In 1924, which is the date that the 
control was acquired by the Municipal 
Service Company, the plant account 
was set up and the amount shown 
for depreciable property, according to 
Mr. Huling, was $195,715.79. The 
amount recorded on the books for ad- 
ditions after that date, including prop- 
erties purchased, by the Valdosta 
Lighting Company up to the forma- 
tion of the Georgia Power and Light 
Company on May 31, 1927, is $845,- 
606.27. Properties purchased include 
the Bainbridge Power Company, 
Seminole Power Company and the 
Boston Distribution System, which 
were recorded on the books in the 
amount of $444,847.24. At the same 
time the following nondepreciable 
items were added to the book figure 
set up for the Valdosta Lighting 
Company: Land $38,955.50; or- 
ganization $229,356.64; appreciation 
$119,331.26; engineering and super- 
intendence $20,277.74; interest $37,- 
31 P.U.R.(N.S.) 


638.80; contractor’s advances $323. 
018.33; and miscellaneous $22,650,32 
Combining those figures the amount 
set up May 31, 1927, for Valdosta 
Lighting Company was $1,636,834.86, 

The book figure for the consolidat- 
ed properties as of May 31, 1927, for 
nondepreciable property of the Geor- 
gia Power and Light Company was 
$1,377,218.73, and the total of the 
nondepreciable items added is: Land 
$54,692.10; organization $503,644.04: 
appreciation $119,331.26; engineering 
$33,490.82; interest $41,120.86; con- 
tractor’s advances $323,018.33; and 
miscellaneous $23,097.26, giving an 
over all total of $2,475,613.40. 

We have shown that the records 
available to the Commission regard- 
ing the historical cost are not capable 
of analysis and that they have been 
arrived at and established by others 
who did not have all the facts neces- 
sary to make a comprehensive and 
accurate study. For that reason and 
because of such items as organization 
and appreciation in the amount of 
$622,975.30, which is 33.6 per cent of 
the total tangible property at the date 
of the consolidation, such records can- 
not be relied upon except as a source 
of historical information relating to 
the development and organization of 
the property. 

In advance of the field work which 
was begun in March, the Commis- 
sion’s valuation engineer in company 
with the Commission’s chief engineer, 
who was familiar with the company’s 
properties, made a complete inspection 
of all the physical property prepara- 
tory to the making up of necessary 
forms for field work and the deter- 
mination of a necessary field force in 
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advance of the actual commencement 
of the field inventory. 

This field inventory was completed 
in September, 1938, following which 
the Commission’s engineering staff 
met with the proper representatives 
of the company for the purpose of 
checking the items of property with 
the view of coming to an agreement as 
to the actual count of items and units 
of property in place, which result was 
fully accomplished in advance of the 
commencement of the actual hearing 
on the rule. Following the comple- 
tion of the field work the task of com- 
piling was begun, and by the close of 
the year this was finished, and the 
engineering staff visited the office of 
the company at St. Petersburg, Flori- 
da, where the records are maintained, 
and secured from the books and work 
orders of the company all additions to 


the property, up to and including De- 


cember 31, 1938, which had been 
made after the field inventory was 
taken. Unit prices were then applied 
to the inventory by the Commission's 
staff, who later analyzed the operating 
revenues and expenses of the company 
for the year 1938 as disclosed by the 
books of the company, and for all the 
years since the organization of the 
company as shown by the annual 
and monthly reports to the Commis- 
sion. 


As stated above, when the matter 
came on for hearing on May 24, 1939, 
the return date of the rule, the re- 
spondent company stated that addi- 
tional time would be required to com- 
plete the preparation of the informa- 
tion necessary for a proper response, 
Whereupon the Commission, through 
its Chairman, announced that addi- 
ditional time would be allowed with 


the hope and feeling that the company 
would at that time be prepared to pre- 
sent all such evidence on its behalf as 
it might feel called upon to make and 
present. 

Furthermore, in a spirit of codpera- 
tion, copies of the inventory and ap- 
praisal prepared by the Commission’s 
staff for presentation at the hearing 
were then and there given to the com- 
pany six weeks prior to the public 
hearing for its examination and study. 
Accordingly, after the further con- 
tinuance above recited further hearing 
on the rule was commenced on July 
12, 1939, and continued through July 
14, 1939, being resumed on July 19, 
1939, and being concluded on August 
1, 1939, requiring a record of 1,369 
pages, besides a total of 58 exhibits 
offered by the respondent company 
and 9 by the Commission. 

At the beginning of the hearing, the 
Chairman announced that in the inter- 
est of simplicity and clarity of the rec- 
ord, the hearing would be divided into 
two parts, the first to be devoted en- 
tirely to the question of value for rate- 
making purposes, and the second part 
to the question of operating revenues 
and expenses. 


Part I—Value for Rate Making 


Two hundred and fifty pages of the 
total record, three company exhibits 
and 8 Commission exhibits were de- 
voted to the latter question, while the 
balance of the record and exhibits 
were on the question of value. Only 
one exhibit was offered by the Com- 
mission on that question, that being 
the complete inventory and appraisal 
made by its staff developing reproduc- 
tion cost new and present value. In- 
struction was given to the Commis- 
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sion’s valuation engineer to proceed 
to ascertain the fair value of the com- 
pany’s property, used and useful, in 
the rendition of service on the basis 
of reproduction cost using normal 
prices. 

The company almost entirely con- 
fined its case to the presentation of 
testimony on the single element of fair 
value that of reproduction cost. No 
direct testimony at all was offered by 
the company on the question of orig- 
inal cost other than the evidence as to 
book figures. The only testimony 
along that line was in the nature of 
rebuttal or supporting testimony of- 
fered at the very conclusion of the 
hearing by Mr. A. C. Herron, as to 
the original cost of the construction of 
the 66-kilovolt transmission lines, the 
record of which the witness testified 
had been located only two weeks prior 


to the hearing, but as a matter of fact 
this testimony can afford but little 
guidance to the Commission for the 
reason that the testimony was con- 
fined solely to transmission line con- 
struction and did not cover any of the 
other portions of the company’s prop- 


erty. If original cost is to be consid- 
ered, the original cost of the entire 
property should be known in order to 
be helpful in the ascertainment of fair 
value. Furthermore, the company did 
not present this evidence as a means 
of determining original cost, but with 
the endeavor to substantiate certain 
costs included within their appraisal 
which were considerably higher than 
established by the Commission’s en- 
gineer. 

[1, 2] The respondent’s written 
answer set forth the capital structure 
as of December 31, 1938, to be 10,993 
shares of preferred stock with a book 
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value of $995,161, 21,650 shares of 
no par common stock with a book 
value of $1,462,770, first mortgage 
50-year gold bonds in the principal 
amount of $3,139,000 bearing in- 
terest at the rate of 5 per cent, bonds 
of the town of Climax in the princi- 
pal amount of $9,500, assumed by the 
company, and an unpaid balance of 
$95,911.75 on an original loan of 
$109,200 from the Rural Electrifica- 
tion Administration to the company, 
but no evidence was offered as to the 
present market value of the company’s 
securities. However, published se- 
curity market quotations reveal that 
the present market value of these se- 
curities is far below the values set out 
above. Witness W. M. Hickey on 
the question of sound financing and a 
necessary return for sound operation, 
testified to the effect that the market 
value of the stocks and bonds is one 
of the elements to be considered in de- 
termining fair value, and not over- 
looking this requirement, it is appar- 
ent that little weight can be given to 
this element of value in the present 
case as the securities of this company 
cover all its present holdings includ- 
ing water plants and ice plants above 
enumerated, as well as a packing plant 
in Waycross, and if as a matter of 
fact the securities be considered as 
assigned solely to the electric depart- 
ment, the electric property would be 
bonded for approximately 100 per 
cent of its worth, leaving no remain- 
ing value for the junior securities. 
While the rule nisi provided for 
the fixing of revised rates it was de- 
termined, as above stated, that the 
Commission would proceed first with 
the question of value and determine 
and establish the rate base before 
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going into the question of rates and, 
therefore, “Calculations as to the rea- 
sonableness of rates” required to be 
considered by the Supreme Court in 
the Smyth v. Ames Case, such as 
“The probable earning capacity of the 
property under particular rates” and 
“The sum required to meet operating 
expenses” will be considered when the 
Commission enters upon the question 
of fixing rates. 


Book Value and Original Cost 


The testimony of the company’s 
witness disclosed that the total of the 
electric plant account as reflected by 
entries on the books of the Georgia 
Power and Light Company as of De- 
cember 31, 1938, was $4,116,193.54. 
Compariy’s Exhibits Nos. 1 and 2 
were introduced to support this tes- 
timony, consisting of a Comparative 
Balance Sheet, and a break-down of 
the Electric Plant Book figure, by ac- 
counts, as of December 31, 1938. The 
company’s witness, Mr. E. W. Neate, 
auditor, who prepared and identified 
these exhibits testified that the figures 
there shown do not represent the orig- 
inal cost of the property, but represent 
the cost at which the property is re- 
flected on the books of the company, 
without depreciation, and in view of 
the transfers, mergers, and consolida- 
tions, we can readily understand how 
the witness could not identify that 
figure as true original cost. In this 
connection the company’s witness tes- 
tified that all he knew about the make- 
up of the accounts was what the books 
show. The accounts making up this 
book value include tangible, intangi- 
ble, and unclassified property. 


It is known from the Commission’s 
records that the Georgia Power and 


Light Company was incorporated in 
May, 1927, largely for the purpose of 
consolidating properties of several 
utilities, some of which had been in 
operation for more than twenty years 
prior thereto in the same territory. 

The fixed capital accounts—“Or- 
ganization and Miscellaneous Intangi- 
ble Capital” —in the aggregate amount 
of $416,923.95, are accounts result- 
ing from the various consolidations 
and mergers that took place in creat- 
ing this company. It was testified by 
the company’s witness that the excess 
cost to the company of a property 
over actual value would be set up 
in these accounts. It cannot be de- 
termined from the record that this 
amount represents the total excess 
cost over actual value or merely a por- 
tion of it. 

Book figures resulting from the 
consolidation of properties could in- 
clude past capital losses or other 
charges which have been improperly 
capitalized. This is borne out by the 
fact that the appraised value of the 
book account—Reservoirs, Dams, and 
Waterways, according to the com- 
pany’s estimate for reproduction cost, 
including overheads, is $78,328.01, 
and the Commission’s engineer’s ap- 
praised value of the same account is 
$87,232.70, while the amount set out 
in the books as shown on Exhibit No. 
2 for this account is $314,097.31. 
Apparently sums of money have been 
set up in this account which do not 
represent real value of property on 
any basis of consideration. 

Furthermore, it was brought out at 
the hearing that there were certain 
items of tangible property included in 
the book figure which were later elim- 
inated at the hearing in the amount 
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of $65,766.88, as being of no value to 
the electric department. 

It is also worthy of note that imme- 
diately subsequent to the formation of 
the Georgia Power and Light Com- 
pany the fixed capital not classified 
by prescribed accounts was set up in 
the amount of $1,715,781.98 as of 
1927, and this was later distributed 
to the prescribed accounts. Being first 
set up as unclassified indicates the 
company at that time did not know the 
correct allocation to the proper ac- 
counts. Furthermore, the distribu- 
tion to prescribed accounts was com- 
pleted in 1933, and in advance of the 
time when the company made its in- 
ventory and appraisal, and such an 
inventory would be the only source of 
accurate information for such dis- 
tribution. We, therefore, question 
the correctness of the allocations as 
representing actual value of the indi- 
vidual accounts. 


It is worthy of note that during 
1931 the sum of $436,725.73 was 
transferred from this electric account 
“fixed capital not classified by pre- 
scribed accounts” to ice fixed capital 
account, and the question arises as 
to whether or not additional sums of 
money formerly in this electric ac- 
count should not likewise have been 
transferred to the ice or to the water 
and packing plant fixed capital. 

The testimony of the company’s 
witnesses and the company’s exhibits 
pertaining to book value as reflected in 
the plant accounts do not disclose the 
facts necessary for the Commission 
to know the full meaning or make-up 
of these accounts, especially in the 
light of the inclusion of write-ups and 
intangibles through mergers and con- 
solidations as disclosed in the Com- 
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mission’s file and as previously te. 
viewed. 

In view of these facts little weight 
can be given to the values reflected on 
the books of the company as an ele. 
ment in the determination of the fair 
value of the company’s electric prop- 
erty. 

The only attempt on the part of the 
company to develop original cost aside 
from the book value was in testimony 
given toward the end of the hearing 
and pertaining to the 66-kilovolt lines 
built principally in 1926 and 1927, 
Witness for the company, Mr. A. C. 
Herron, testified that about two weeks 
prior to the hearing he located the 
original construction cost records of 
the 66-kilovolt lines of the company, 
and that he did not know who made 
the entries on the vouchers. He said 
the cost ledger was either kept by the 
firm of F. R. Weller or the General 
Engineering and Management Corpo- 
ration. 

In this connection files of the Com- 
mission indicate that construction cost 
records of the transmission lines were 
available to the company in some form 
and had been available since 1934 
when schedules on construction costs 
of the lines and fees paid were sub- 
mitted by the company to the com- 
mission. However, the engineers of 
the Commission were not afforded the 
opportunity of examining those rec- 
ords. 

Schedules of the 1926 and 1927 66- 
kilovolt lines construction, made by 
the company and on file with the 
Commission show that the lines were 
constructed by F. R. Weller, Hoosier 
Contractors and General Engineering 
and Management Company. It is also 
known from records on file with the 


142 





RE GEORGIA POWER & LIGHT CO. 


Commission that the General En- 
gineering and Management Company 
which received the greater part of 
the fees paid was a management com- 
pany for the Municipal Service Com- 
any. The Municipal Service Com- 
pany held the controlling interest in 
the properties which later formed the 
Georgia Power and Light Company, 
which suggests a total absence of 
arm’s length bargaining on the con- 
struction costs involved as well as on 
the fees paid. 

Another witness for the company, 
Mr. L. B. Moore, testified that the 
66-kilovolt lines were built on a cost 
plus basis by independent contractors, 
and further that the Sparks-Valdosta 
line was originally constructed by the 
Georgia-Alabama Power Company of 
Albany, Georgia. 

According to records on file with 
the Commission, the fees for the 1926 
and 1927 66-kilovolt line construction 
paid to F. R. Weller, Hoosier Con- 
tractors and the General Engineering 
and Management Company, over and 
above the entire cost of these lines, 
were approximately 15.2 per cent of 
the base cost including lands and 
rights of way, and 19.9 per cent of 
the base cost excluding lands and 
rights of way, and these fees were 
charged to the engineering and super- 
vision overhead account, which fees 
were obviously in excess of the neces- 
sary cost of engineering and super- 
vision. 

There was no other testimony or 
evidence presented by the company on 
the question of original cost of its 
electric property, and from the fore- 
going review of such evidence as was 
offered it is apparent that little or no 
benefit is afforded the Commission in 
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arriving at an enlightened judgment 
as to the original cost of the property 
as a whole or in part. 


Reproduction Cost 


The inventory and appraisal offered 
by the company, identified as Com- 
pany Exhibit No. 3, and containing 
219 pages, was prepared in the period 
from April, 1934, through May 1935, 
by employees of the company under 
the direction of Mr. L. B. Moore, 
assistant to the president and general 
manager, who is an electrical engineer. 
He testified that a count of the various 
units of property was made in the 
field by him or employees of the com- 
pany under his direction. 

This engineer, who testified that he 
was in supervisory charge of the ap- 
praisal, admitted that he had not had 
any experience in valuation or ap- 
praisal work prior to the time he 
came with the company, and admitted 
that this was his first general ap- 
praisal. He was assisted in his ap- 
praisal work by certain employees of 
the Florida Power Corporation, an 
affiliated company, especially by Mr. 
W. L. Garlington, a substation engi- 
neer, on the electric equipment in the 
plants and substations. 

According to Mr. Moore, the values 
set out in the 1934-1935 appraisal are 
based on the material costs and labor 
rates prevailing in the summer of the 
year 1934 as contrasted with the pro- 
cedure followed by the Commission’s 
engineer in developing normal prices 
over a long-range period, excluding 
the low depression years. The con- 
struction shown on the books of the 
company which was completed after 
the 1934-1935 inventory was added to 
the values in the appraisal at cost after 
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deducting retirements at 1934 apprais- 
al figures so as to arrive at the repro- 
duction cost as shown in the appraisal 
by the company’s engineer as of De- 
cember 31, 1938. 

Mr. Moore testified that unit costs 
had been developed for certain as- 
sembly units for items of property 
with performance rates of hypothetical 
construction crews applied to each in- 
dividual unit to determine the labor 
cost to be included and to which was 
added the cost of materials. Al- 
though he had never engaged in any 
major construction work or made an 
appraisal, the assumed performance 
of these hypothetical crews were his 
conclusions and we feel that they are 
subject to serious criticism. 


An illustration of his method of esti- 
mating labor costs was given by testi- 
mony that Crew Number 6 could haul 
36 cross-arm Assembly Units Number 
27 per day and that Crew Number 9 
(consisting of one foreman, two line- 
men, two helpers, and one driver) 
would either assemble 100 units or in- 
stall 60 units per day. One foreman’s 
entire time would not be required to 
supervise a crew of only two linemen, 
two helpers, and one driver. Further- 
more, in actual construction it does 
not seem that a specific crew would 
perform only one function, such as 
hauling the crossarm units, but would 
in reality be hauling all classes and 
types of materials at the same time. 
The same reasoning applies to the as- 
sembly or installation of units, as a 
specific hypothetical crew would not 
confine themselves to one minor per- 
formance, but would perform many 
and varied jobs on the construction 
of the property in question. While 
the effect of an erroneous assumption 
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might appear small on one unit, it, in 
fact, becomes a major item when ap- 
plied to the multitude of various units 
involved in the appraisal of this util. 
ity. 

Under Assembly Number 100, Mr. 
Moore testified that three crews were 
necessary. A crew which he desig. 
nated as Number 2, and entitled Loca- 
tion and Survey Crew, consisted of 
one engineer, two draftsmen, six rod- 
men, six transitmen, and twelve axe- 
men. This crew he testified would lo- 
cate and survey 18 miles per month on 
30-foot light clearing. In arriving 
at the total cost of the necessary sur- 
vey work he testified that he assumed 
that it would be necessary to survey 
each transmission line four separate 
times over its entire distance. It is ob- 
vious that some duplication of survey 
work would be encountered due to in- 
ability to procure rights of way or 
due to the survey line running into 
unforeseen obstructions, but with 
careful and intelligent planning of the 
routes to be followed, such contingen- 
cies could be controlled within a rea- 
sonable amount. It is possible that 
many individual sections of a line 
might require a second survey due to 
such contingencies, and occasionally a 
third route might be necessary in some 
isolated cases, but it is beyond reason 
that four separate surveys would be 
necessary for the entire length of 
every transmission line of the Georgia 
Power and Light Company. This is 
assuming that the most unfavorable 
conditions are always present. While 
it is obvious that at times very favor- 
able conditions will be experienced and 
at many other times something other 
than the worst can be expected. 

The second crew under Assembly 
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Number 100, which Mr. Moore iden- 
tified as Acquisition Crew Number 3, 
consists of one chief right-of-way 
agent, one assistant right-of-way 
agent, three rights-of-way agents and 
two draftsmen would, he testified, ac- 
quire 30 miles of right-of-way per 
month on 30-foot light clearing. 

The chief right-of-way agent would 
not require an assistant right-of-way 
agent to handle such a small crew. 
Furthermore, one draftsman should 
be able to make such drawings as 
might be necessary and which would 
nor normally be made by the survey 
crew. Surveying work normally calls 
for detailed maps and records and it 
is hard to conceive that an abundance 
of map work would be necessary after 
the survey work was properly com- 
pleted. The third crew under Assem- 
bly Number 100 was designated by 
Mr. Moore as Clearing Crew Number 
4. which consisted of one foreman, 
one driver, eighteen laborers and one 
truck which would clear 12 miles per 
week of 30-foot right of way in his 
light clearing classification. By cal- 
culation this equals 43.6 acres per 
week and, based on five and one-half 
working days, is equivalent to 8 acres 
per day, or a little less than one-half 
acre per man per day. Considering 
that this classification is the very 
lightest grade of clearing which would 
include removing a light growth of 
brush and very small trees, it is ap- 
parent that this performance rate is 
entirely too low, and this crew should 
be able to clear considerably more 
than 12 miles per week as assumed. 

On Mr. Moore’s 60-foot light clear- 
ing classification he assumes that the 
Clearing Crew Number 4 could clear 
4.8 miles per week. Although the 60- 
[10] 
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foot width of this right of way is 
exactly double the 30-foot width dis- 
cussed above, he figures the same crew 
will only clear 4.8 miles as compared 
to 12 miles of the narrower width. 
Even if his performance rate were 
correct for the 30-foot clearing it 
would be possible to clear one-half the 
quantity in lineal feet of 60-foot width 
with the same crew, yet Mr. Moore 
only allows for 40 per cent of the 
distance in computing 60-foot light 
clearing. This is equivalent to 6.3 
acres per day for the entire crew of 
twenty men, or about one-third of 
an acre per laborer per day and this 
likewise is on the lightest grade of 
clearing above described. On the 60- 
foot medium clearing classification it 
would require six laborers working all 
day long to clear one acre, based on 
Mr. Moore’s testimony, and on heavy 
clearing ten laborers would barely 
clear one acre in a full day’s work. 
In addition to these costs assumed by 
this witness, he has added overheads 
in the amount of 21.59 per cent. Con- 
sidering the descriptions given by him 
as to the actual density of growth on 
each of these classifications, the labor 
costs assigned for clearing right of 
way is excessive. In this clearing 
work it is not customary to remove 
stumps nor are the felled trees hauled 
from the right of way and therefore 
the witness has allowed considerably 
more labor cost than is necessary. 

Mr. E. C. Long, engineer for the 
Satilla Rural Electric Membership 
Corporation, called on behalf of the 
Commission, quoted three contracts 
which had recently been let for clear- 
ing rights of way for electric lines 
built for his codperative which were 
constructed in the same general terri- 
31 P.U.R.(N.S.) 
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tory as that served by the Georgia 
Power and Light Company. These 
contracts were based on the clearance 
of 20-foot rights of way, which con- 
tract prices were in each instance mul- 
tiplied by three to arise at an equated 
cost for a 60-foot right-of-way clear- 
ance and resulted in a per mile cost 
of $126.50 on the first contract, $100 
on the second contract and $97.80 on 
the third contract, which figures cover 
the average cost per mile for 60-foot 
right of way for the entire lengths of 
the lines. These costs average ap- 
proximately $112 per mile for the en- 
tire clearing cost of an equivalent 60- 
foot right of way for 882 miles of 
completed lines. Contrasted with that 
average cost for the entire lengths of 
those recently constructed lines is Mr. 
Moore’s estimated costs based on his 
hypothetical crews of approximately 
$170 per mile for 60-foot right-of- 
way clearing on 181.9 miles of line. 
To his average figure of $170 per mile 
Mr. Moore has added overheads in 
the amount of 21.59 per cent, which 
results in a total average cost of ap- 
proximately $206 per mile. How- 
ever, illustrative of the ample provi- 
sion made by the Commission’s en- 
gineer to cover labor costs in his ap- 
praisal is the average figures used by 
him for cost of clearing 60-foot right 
of way. His figure for direct cost 
approximates the figure used by Mr. 
Moore, substantially the only differ- 
ence in the final result being in the 
application of overheads. Mr. Vogel’s 
average figure, including overheads, 
being $180 per mile of line construct- 
ed. 

Mr. Long testified that the same 
class of clearing was involved on his 
lines as would be experienced on the 


lines of this company, and that the 
contract prices included the burning 
of brush and cutting logs other than 
saw timber into 4-foot lengths which 
entailed considerable additional ex- 
pense. 

[3] It was testified by Mr. Moore 
that he assumed, and included in his 
cost provision, the location of each 
boundary of the right of way by the 
survey crews for the guidance of the 
clearing crew. This is certainly an 
unnecessary expense included in his 
unit costs, for with the center of the 
right of way located by the survey 
crew for the location of the line it- 
self, it would be a simple matter for 
the foreman or the driver or another 
person who has been included in the 
clearing crew make-up to measure the 
required distance from the survey line 
established to the boundaries of the 
right of way and properly mark these 
boundaries by the blazing of trees or 
by any other convenient method. 

The inspection of all the transmis- 
sion line rights of way by the Commis- 
sion’s engineer developed that many 
sections of these rights of way re- 
quired no clearing whatsoever, yet Mr. 
Moore, in his summary of right-of- 
way clearing on these lines, shows no 
part as requiring no clearing. The 
total of the lengths of the various 
clearing classifications shown by Mr. 
Moore for each line equals the exact 
length of the line, and his unit costs 
therefore provide for clearing the en- 
tire distance on all lines. Even if the 
Commission’s engineer had not testi- 
fied as to the distances where no clear- 
ing was necessary it would be hard to 
conceive that all the transmission lines 
of this company running across the 
different types of land found in south 
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Georgia would never cross cleared 
fields where no labor and expense for 
clearing the land would be involved. 

Early in the hearing the statement 
was made that the Waycross-Florida 
transmission line right of way was 
projected through the Okefenokee 
swamp, but later after objection this 
statement was withdrawn, however, a 
considerable portion of the record was 
devoted to the endeavor to prove that 
this line crosses swamp land compa- 
rable to the Okefenokee swamp, which 
was an endeavor to sustain the high 
construction costs estimated by the 
company’s engineer for Waycross- 
Florida 66-kilovolt transmission line, 
and at the same time an attempt to dis- 
credit the Commission engineer’s tes- 
timony, in which he stated he encoun- 
tered no difficulty in traversing the 
right of way of this line on foot. All 
this evidence, however, and the many 
exhibits showing water on the right 
of way can be dismissed with the evi- 
dence in the record of the heavy rain- 
fall in this vicinity for several days 
immediately prior to the day on which 
the pictures submitted were taken by 
witness J. W. Allen, and on answer 
to questioning, he admitted that 
Palmettos appeared in various pic- 
tures presented, and further admitted 
that these plants do not grow in places 
where water continually stands. 


[4] In addition to the costs esti- 
mated by Mr. Moore for acquisition, 
surveying and clearing the right of 
way, he testified that an allowance for 
cost of easements was included. On 
cross-examination he converted his 
cost of easements to an acre basis with 
the following results: On 30-foot 
light clearing the cost was $21.70 per 
acre; on 60-foot light clearing it was 
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$19.25 per acre; on 60-foot medium 
clearing he used the equivalent of $22 
per acre; on 60-foot heavy clearing it 
figured $27.40 per acre; and on 60- 
foot extra heavy clearing he testified 
to the figure $63.30 per acre. On the 
remaining 66-kilovolt lines Mr. Moore 
testified that he added the equivalent 
of $29 per acre to the above figures 
on all the various classifications with 
one exception for extra easements. 
Estimated costs are for easements to 
cross the land only and do not repre- 
sent purchase of the land in fee simple. 
We cannot agree with Mr. Moore that 
such easements should cost from 
$19.25 to $63.30 per acre, even though 
they include timber and crop damage. 
Such timber as is of value is generally 
left for the owner of the land so the 
cost to be allowed may include some 
damage, but not the outright purchase 
of land or the timber thereon. Fur- 
thermore, the fact that it became neces- 
sary for the company to reacquire ease- 
ments on all the 66-kilovolt lines, ex- 
cept the Florida-Waycross line be- 
cause the first contracts executed were 
faulty does not justify the inclusion 
in a reproduction cost appraisal of an 
added cost of $29 per acre for extra 
easements on all classifications as 
designated. We assume that when 
easements are acquired the proper pa- 
pers will be executed with the correct 
owners and if the management of the 
company fails through mismanage- 
ment to protect the company, the bur- 
den should not be placed on the cus- 
tomers of the company. The costs of 
easements on these lines vary from the 
equivalent of $48.25 to $92.30 per 
acre on the various classifications, and 
such costs on a reproduction cost basis 
are in the realm of fantasy. Good 
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land in the south Georgia rural areas 
can be purchased outright for a great 
deal less than the figures used by Mr. 
Moore for each type of land. 

In addition to Mr. Moore’s right- 
of-way costs, he has added overheads 
of 21.59 per cent, a large portion of 
which is not applicable to right-of- 
way costs in view of the liberal allow- 
ances in the company’s appraisal for 
the costs of easements, acquisition, 
surveying, and clearing, and because 
construction overheads have also been 
included therein. 

Included in the company’s appraisal 
is an estimate of $74,429.40 for dis- 
tribution rights of way, over and 
above the cost of rights of way on 
cross-country distribution lines. This 
estimate of cost of these rights of way 
includes a cost for clearing and sur- 
veying. No evidence was presented by 
the company establishing any right- 
of-way acquisition cost which had ac- 
tually been incurred within towns 
served by them. Franchises granted 
by the various municipalities give the 
‘ company the right to set poles along 
public streets and alleys in order to 
render service to the public, and while 
a court decision was cited by the re- 
spondents’ counsel where certain pay- 
ments were required to be made by the 
company for placing poles along 
streets, this is certainly the exception 
rather than the rule. The unit costs 
estimated by Mr. Moore to cover sur- 
veying are problematical. Certainly 
very good maps can be secured of the 
larger towns and cities and the dis- 
tribution system could be laid out 
from such maps as are available with- 
out the necessity of surveying work. 
This type of general lay-out work is 
of engineering character and his over- 
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head allowance for this item is more 
than adequate to cover the costs in- 
curred in laying out a distribution 
system. 

Tree trimming along streets is not 
a major expense as compared to the 
clearing of open rights of way and 
such work is normally done along with 
and included in the labor for installing 
conductors. It is evident that the unit 
costs used by Mr. Moore for installing 
conductors are ample to include all the 
expense of tree trimming as would be 
encountered. 

All the estimates of labor costs 
made by Mr. Moore for his assembly 
units were similar to those discussed 
above, and only a few of those used 
were actually given in complete detail, 
however, it is apparent from the ones 
illustrated at the hearing that exces- 
sive labor costs have been used which, 
of course, would be reflected through- 
out the appraisal. It was brought out 
in the testimony that the Georgia 
Power and Light Company had com- 
pleted the construction of practically 
all the present system prior to the 
time that Mr. Moore was employed 
by the company. It follows that such 
construction experience as he may 
have had -was confined to minor con- 
struction during his employment by 
the company. 

Prorations was the term used to 
cover estimates made by Mr. Moore 
for the company in its appraisal of 
the direct and indirect charges added 
to the base cost. These prorations 
make allowance for additional costs 
under the heading: “Direct Costs” 
for tools breakage and loss, construc- 
tion supervision, and field office, and 
under “Indirect Charges” for en- 
gineering, legal expense, taxes, gen- 
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eral office expense, interest, omissions 

and contingencies. By the addition of 

those direct and indirect prorations 

the base costs in the appraisal by the 

company’s engineer were increased in 

the following percentages: 

Steam Plants 

Hydro Plants 

Lands in Fee 

Buildings 

SubstationS ...2.cececccesevsesseess 2d999O 

Transmission LiN€S 0 <..0.6secceeess 21.59% 

Transmission Rights of Way ........ 21.59% 

Distribution Lines 20.46% 

Office Equipment 10.39% 
[5] A large portion of the costs 

involved in the construction of a 


steam plant is invested in the major 
units such as turbo-generators and 
boilers which do not require the ap- 
plication of overheads in the same 
proportion as would be required if 
many small units were involved. We 
feel that the application of 34.77 per 


cent to the base cost of the steam plant 
units, other than land and buildings, 
is excessive. 

[6] It was developed in the testi- 
mony that the “Structures,” and “Res- 
ervoirs, Dams and Waterways” of the 
Spring creek hydro plant were ap- 
praised by an independent contractor 
to obtain reproduction cost. Repro- 
duction cost includes all necessary 
overheads, therefore, the addition of 
further overheads to the contractor’s 
estimate cannot be justified. 

[7] Taking into consideration the 
amount of supervision and engineer- 
ing provided for in the base costs of 
the units in the appraisal by the com- 
pany’s engineer it appears that the 
34.55 per cent added for overheads to 
all items except land and buildings is 
excessive. 

[8] The method used by the com- 
pany’s engineer in obtaining the re- 


production cost of the lands owned in 
fee was to obtain estimates by local 
realtors as to the current market price. 
Although it is conceded that an allow- 
ance should be made for organization 
expense and interest during construc- 
tion, and in certain instances taxes 
during construction, the other over- 
heads are not applicable. The total 
of the overheads that should be added 
generally range between 5 and 10 per 
cent, depending upon the period of 
construction, whereas, Mr. Moore has 
added 17.63 per cent to the direct cost , 
of the land which is likewise excessive. 

[9] The amount shown for pro- 
rations which was applied to trans- 
mission rights of way in the appraisal 
by the company’s engineer is 21.59 
per cent. To such items the only over- 
heads applicable are organization and 
interest during construction. If con- 
struction overheads, which do not ap- 
ply on right-of-way cost, had not been 
included the total amount added for 
prorations on transmission rights of 
way would have been materially less 
than shown in the appraisal by the 
company’s engineer. 

[10] Prorations shown in all of 
the classifications of the appraisal by 
the company’s engineer appear to be 
excessive. The application of these 
overheads produces a weighted aver- 
age figure of approximately 23 per 
cent in the company’s appraisal as com- 
pared to the average overhead used by 
the Commission’s engineer of ap- 
proximately 16 per cent, and which 
latter amount we feel is entirely am- 
ple. The reproduction cost of the 
tangible electric property of the com- 
pany, according to Mr. Moore’s ap- 
praisal, as of December 31, 1938, 
after making certain adjustments for 
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property which was included by error 
in the sum of $65,766.88, was esti- 
mated by the company’s engineer in 
his appraisal to be $3,683,595.23 on 
reproduction new, or depreciated $3,- 
201,044.25. This is the company’s 
1934 appraised value plus the net 
additions as reflected on the books of 
the company through December 31, 
1938. 

An inventory of the company’s elec- 
tric property was made by and un- 
der the direction of the Commission’s 
valuation engineer, Mr. O. S. Vogel, 
in the period from February, 1938, 
through December 1938. The Com- 
mission’s engineer testified that his in- 
ventory was an actual field count of all 
the units of property of the electric 
department of the company, except 
the meter inventory which was taken 
from the company’s records, and ex- 
cept the units as shown by the com- 


pany’s work orders executed after 


the field inventory was made. The 
units set out in those work orders 
were counted and added to the inven- 
tory, giving a complete count of all 
the units as of December 31, 1938. 
The qualifications and general fitness 
of the Commission’s valuation en- 
gineer have been hereinbefore stated, 
as well as the fact that the inventory 
made by him was exhaustively com- 
pared and unified with the inventory 
made by the company, with the result 
that an exact agreement between the 
two inventories was reached. 

Mr. Vogel introduced his inventory 
and appraisal as Commission’s Ex- 
hibit No. 1, containing 268 pages, and 
testified that he developed the basic 
material costs, prior to the application 
of overheads, by first determining the 
average net market price of the vari- 
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ous units over a period of years, not 
including the depression period, to 
which was added an amount for 
freight, trucking, and warehousing. 
Labor rates, prior to the application of 
overheads, were determined after ex- 
amining and studying labor wage 
trends over a period of years to sup- 
plement his experienced judgment as 
to a fair and reasonable labor base 
rate. The man hours necessary to in- 
stall the various units were determined 
from experience and time studies. The 
overall labor cost was arrived at by 
multiplying the man hours required 
per unit times the base labor rate, to 
which was added the insurance on 
labor. 

The Commission’s engineer testified 
that in arriving at the labor base cost 
for the different classifications of 
labor used in utility construction, he 
examined and studied the various la- 
bor trends in this territory over a pe- 
riod of years from 1924 through 1938, 
eliminating from that period the de- 
pression years. After giving full 
weight to those studies he determined 
the normal fair labor costs necessary 
for the reproduction of the various 
units of the company’s electric prop- 
erty. As an illustration he gave an 
example for transmission and distribu- 
tion construction. The base cost ar- 
rived at was 70 cents per man hour. 
The time in man hours required to in- 
stall the various transmission and dis- 
tribution units was established from 
time studies and his experience and 
knowledge of each type of construc- - 
tion work. 

In spite of the fact that Mr. J. F. 
Bailey, president, of the company, 
gave evidence attempting to discredit 
this method as well as the base rate, 
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Mr. Long testified that the contractors 
constructing lines for his codperative 
had experienced no difficulty in secur- 
ing all necessary labor required during 
1937 and 1938 at the rates of 25 cents 
per hour for common labor, 30 cents 
per hour for teamsters, 45 cents per 
hour for subforemen, 50 cents per 
hour for groundmen, truck drivers, 
tractor operators, and earth boring 
machine operators’ helpers, 61 cents 
per hour for second-class linemen, 65 
cents per hour for earth boring ma- 
chine operators, 72 cents per hour for 
foresters, 83 cents per hour for first- 
class linemen, and 97 cents per hour 
for line foremen. 

The hypothetical crew to which Mr. 
Bailey applied the various labor rates 
in criticism of the method and labor 
rate employed by the Commission’s en- 
gineer consisted of one foreman, three 
first-class linemen, one second-class 
lineman, one apprentice, and one help- 
er, which is not a typical transmission 
and distribution crew employed for 
a major construction, in that an aver- 
age crew would consist of a greater 
proportion of unskilled laborers at the 
lower-wage scale. 

It is obvious, therefore, that the 
rate employed by the Commission’s 
engineer if based on a well-balanced 
construction crew, such as would be 
employed in reconstructing the com- 
pany’s property, is amply sufficient to 
cover all the labor costs. Certainly 
the company would construct its sys- 
tem at the most economical cost and 
therefore much of the work would 
doubtless be let by contract where sav- 
ings in construction could be effected. 

Mr. Vogel determined the costs of 
the various structures making up the 
electric plant by first making all the 


field working drawings deemed neces- 
sary to reduce the structures to unit 
quantities. Unit costs for those quan- 
tities were then developed to arrive at 
the overall costs, prior to the appli- 
cation of overheads. 

In developing right-of-way cost the 
Commission’s engineer used the same 
classifications as outlined by the com- 
pany with the addition of one classifi- 
cation for “No Clearing.” Unit costs 
for the various classifications were 
developed by including the amounts 
required for easements, surveys, clear- 
ing, legal, damage, and recording ex- 
penses. Lands owned in fee were ap- 
praised by local realtors and the base 
cost of those items is substantially the 
same in both appraisals, the difference 
in the final figure is the result of the 
application of higher overheads by 
the company. 

Quotations were obtained for boiler 
plant equipment and checked to deter- 
mine the condition of the market as 
to such units. Normal delivered prices 
were determined to the point of in- 
stallation. To those delivered costs 
were added sufficient amounts to cover 
warehousing and trucking, labor of 
installing, costs of testing, and insur- 
ance on labor, before adding over- 
heads. The method used in pricing a 
switchboard panel complete was to 
price each item mounted on the panel 
as a separate unit using delivered net 
price quotations to which was added 
warehousing expense, labor of install- 
ing, insurance on labor, and the cost 
of panel pipe frame mounting, before 
adding overheads, to arrive at the 
overall cost. 

The transmission line poles were 
first identified by the various types, 
heights, and classifications, and to the 
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material price there was added freight 
to the particular location, warehous- 
ing expense, labor for trucking, han- 
dling, spotting, digging, and setting; 
and insurance on labor to get the over- 
all cost in place prior to the application 
of overheads. 

The base price of copper was ar- 
rived at by an examination of the 
copper market prices over the period 
from 1921 to 1931. Mr. Vogel stated 
that this period was used because it 
covered the major period of construc- 
tion and avoided the distorted price 
range of the depression period. To 
the base price of copper was added 
proper freight charges and quoted 
“Adders” for drawing to size, etc., to 
arrive at the cost of the wire deliv- 
ered. To the delivered price was 
added an amount for warehousing, 
trucking, labor of installing, and in- 
surance on labor to arrive at the over- 
all cost prior to the addition of over- 
heads. The base price of copper used 
in the appraisal by the Commission’s 
engineer was considerably higher than 
the average 1938 market price, and 
much higher than the 1934 average 
price. 

The Commission’s engineer testi- 
fied that he analyzed the insulator 
market over a period of years to ar- 
rive at a normal and fair material base 
price to which was added freight, 
warehousing expense, labor of install- 
ing, insurance on labor, and trucking 
expense to arrive at the overall cost 
before the addition of overheads. 
The insulator prices so used were con- 
siderably higher than the average 1938 
market price. 

The base costs set out by the Com- 
mission’s engineer in his appraisal ac- 
cording to his testimony, included all 
31 P.U.R.(N.S.) 


of the direct material and labor costs 
necessary to completely install the 
units. Indirect construction over- 
heads applicable to the different classi- 
fications of the electric plant were 
added to the base cost. The following 
indirect overheads were added: Con- 
tingencies, Organization Expense, En- 
gineering and Superintendence, In- 
juries and Damages, Insurance and 
Taxes during Construction, and In- 
terest during Construction. Those 
overheads were applied to all plant 
items except certain general plant 
items, and Land and Land Rights, 
The overheads added to Land and 
Land Rights were Organization Ex- 
pense and Interest during Construc- 
tion. No overheads were added to the 
following accounts under general 
plant, to wit: Office Furniture and 
Fixtures, Transportation Equipment, 
Store Equipment, and Laboratory 
Equipment. By the addition of the 
enumerated indirect construction over- 
heads the direct costs were increased 
in the appraisal by the Commission’s 
engineer in the following sia 
Steam Plants 
Hydro Plants 
Transmission Plant 
Distribution Plant 
General Structures 
Communication Equipment 
Steam Plant Land 
Hydro Plant Land 
Transmission Plant Land and Land 

Rights 
Distribution Plant Land and Land 


Rights / 
General Plant Land and Land Rights 5. 36% % 


Counsel for the company draws at- 
tention in his brief to the fact that the 
Commission’s engineer made no al- 
lowance in his overheads for taxes 
on the land items, which items amount 
to $45,000 and which would have 
been returned and assessed for taxa- 
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tion at a much lower figure. This 
item is, therefore, negligible and is 
more than offset by the allowance made 
by Mr. Vogel for taxes on construc- 
tion items when, as a matter of fact, 
it is not the practice in this state to 
assess taxeS On property under con- 
struction. 

After an examination of the inven- 
tory and appraisal of the Commis- 
sion’s engineer and full consideration 
of the testimony given at the hearing, 
it appears that great care has been 
exercised in the making of the inven- 
tory of the electric property of the 
company by Mr. Vogel. As above 
stated, his inventory was unified. 

In the opinion of the Commission, 
ample provision was made by the 
Commission’s engineer to cover all of 
the direct costs necessary to purchase 
and completely install the various units 
of physical property. 

Since the inventory was unified and 
all the direct costs have been properly 
applied in the appraisal by Mr. Vogel 
we feel that the overall indirect over- 
heads used by him as above shown 
are entirely adequate to cover in- 
direct costs. 

The reproduction cost of the tangi- 
ble electric property of the company 
as of December 31, 1938, after mak- 
ing certain adjustments for omissions 
in the sum of $14,291, was deter- 
mined by the Commission’s engineer 
in his appraisal to be $3,280,082 on 
reproduction new basis, and a present 


value of $2,776,384. 


Comparison of Appraisals 


The total reproduction cost found 
by the company’s engineer in his ap- 
praisal was $3,683,595.23, or $403,- 
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513.23 in excess of the amount de- 
termined by the Commission’s engi- 
neer. 

Analyzing this difference under the 
various classifications set forth in the 
two appraisals we note that approxi- 
mately $200,000 of the total difference 
involved is in land and rights-of-way 
items. Included in that figure there is 
approximately $75,000 for distribu- 
tion rights of way. We have previ- 
ously pointed out that a charge in this 
amount for distribution rights of way 
in connection with distribution system 
construction cannot be justified. The 
$125,000 remaining difference of the 
land item is largely transmission 
rights of way. The company’s en- 
gineer estimated that four separate 
surveys would be needed. However, 
this is far in excess of actual require- 
ments and the cost, therefore, is ex- 
cessive. Although it was disclosed by 
testimony given at the hearing that 
a considerable portion of the lines 
would not require clearing, provision 
was made in the estimates by the com- 
pany’s engineer for clearing over the 
entire length of the 66-kilovolt lines. 
The crews set up by the company’s en- 
gineer provide for an unnecessary 
number of skilled employees. It was 
brought out at the hearing that the 
company’s engineer made provision 
for easements in his cost computations 
and then made an additional provision 
for so-called extra easements. We 
cannot reconcile such a method of 
computation or the need of an extra 
cost when the reproduction cost meth- 
od has been used. The excess cost 
shown by the company on their right- 
of-way items arises from the methods 
employed by the company’s engineer 
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in making estimates and in the appli- 
cation of excessive overheads. 


The next main item of difference 
between the two appraisals is in con- 
nection with substations in the 
amount of approximately $120,000. 
The company’s engineer has allowed a 
higher per cent of overheads than that 
allowed by the Commission’s engineer 
upon this item and we think the differ- 
ence is excessive. Many of the sub- 
stations have been rebuilt since the 
1934 appraisal by the company’s en- 
gineer, and it would be extremely dif- 
ficult to accurately account for these 
changes on the books of the company 
without reappraising them. Under 
the method used by the Commission’s 
engineer these substations were ap- 
praised as they existed in 1938, and 
since there is a difference in the sub- 
station values between the two ap- 
praisals we feel that the appraisal by 
the Commission’s engineer correctly 
reflects the reproduction cost of this 
item. 

The remaining difference between 
the two appraisals are approximate- 
ly, Steam Plants $40,000, Hydro 
Plants $15,000, Transmission and 
Distribution Systems other than land 
$20,000. The differences on these 
three items as computations will show 
are fully accounted for by the applica- 
tion of the excessive overheads used 
by the company. We have pointed out 
that in every case the overheads used 
by the company’s engineer are greater 
in per cent than those used by the 
Commission’s engineer. 

In the light of the methods em- 
ployed by the company’s engineer and 
the excessive overheads used we feel 
that the $403,513.23 is in excess of 
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the true reproduction cost of the physi- 
cal property of this company. 


Going Concern Value 


[11-17] No satisfactory “yard- 
stick” has ever been developed for the 
determination of going value, nor can 
it be determined by any numerical cal- 
culation. The various definitions em- 
ployed by the courts and textbooks 
and the one used by the company’s wit- 
ness, Mr. Cheney, all point to its intan- 
gible character and make it a question 
of “award” and not capable of mathe- 
matical determination. While the 
Commission is prepared to and does 
recognize the element of going value, 
it cannot accept the formula employed 
by him in arriving at the value of this 
element. 

In view of the recent decision of the 
United States Supreme Court in Den- 
ver Union Stock Yard Co. v. United 
States (1938) 304 US 470, 82 L ed 
1469, 24 PUR(NS) 155, 58 S Ct 990, 
the Commission does not feel that it 
is called upon to accept the formula em- 
ployed by Mr. Cheney in arriving at 
going value. Similar evidence as to 
the component parts of going value 
were employed by the engineers for 
the company in the case of South- 
western Bell Teleph. Co. v. Fort Smith 
(1923) 294 Fed 102, PUR1924E, 
662, but in reviewing the decision of 
the lower court, the method was nei- 
ther approved nor disapproved, con- 
fining its holding to the question that 
consideration of such a method did not . 
violate the rule against the capitaliza- 
tion of past losses in the Galveston 
Electric Company Case. 

Mr. Cheney testified that a fair al- 
lowance for going value for the com- 
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pany was at least $300,000 which he 
divided as follows: 


Assembling and training personnel, 
and tuning plant and equipment ... 

Operating plant at part load during 
the development period 

Establishing the business 

Establishing records 

Fixed charges on unused plant dur- 
ing the development period 


$30,000 


180,000 
$330,000 


This testimony is entirely opinion 
evidence by this witness who resides 
in New York and who admitted that 
he had spent but a few days in Georgia 
to become familiar with the property, 
personnel and records of this company. 
No evidence was introduced by the 
company to show that it had actually 
incurred any expense in the past for 
the items listed by Mr. Cheney, or even 
to verify the approximate total cost 
which he estimated. 


Furthermore, Mr. Vogel showed in 
rebuttal testimony that substantial sav- 
ings would result in maintenance ex- 
penditures during the first years of 
operation of an electric property if 
constructed new according to the re- 


production cost theory. It is a well- 
known fact that maintenance expendi- 
tures on any class of depreciable prop- 
erty will be larger as its age increases 
up to a certain point, and that mainte- 
nance cost will be quite small when it 
is reasonably new. ‘There will, of 
course, always be some cost of this na- 
ture, due to accidents or to the acts of 
God. This evidence of saving was 
offered to show that there are definite 
offsets to such costs as set up by Mr. 
Cheney rather than as a factor for the 
determination of going value. 

The Commission recognizes that 
some cost would be incident to the 
training of personnel necessary to 
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manage and conduct the business of a 
reproduced company such as this one, 
but it is inconceivable that it would be 
equal to two full months of the present 
total payroll of its entire seasoned and 
experienced force. Certainly the com- 
pany would be able to employ expe- 
rienced and trained personnel and this 
witness was unable in his testimony to 
show any further need for special 
training of the employees than would 
be required to acquaint them with the 
property. 

As to the conjectural item of oper- 
ating plant at part load during the de- 
velopment period which Mr. Cheney 
placed at one-half of the “annual 
rigid expenses” of $150,000, or $75,- 
000, no effort was made to define such 
rigid expenses nor was there any show- 
ing that the company would incur any 
additional expense to cover such items. 

The Commission is not prepared to 
accept his theory of the gradual utili- 
zation of the facilities by the would be 
customers of this reproduced property. 
In this age of increasing use of electric 
energy on the part of those who are 
now provided with electric service and 
the increasing demands from those 
not now served with electric energy, 
as illustrated by the projection into this 
field of many electric codperative or- 
ganizations financed by the Rural 
Electrification Administration, is sub- 
stantial proof of the fact that a very 
much higher percentage than one-half 
of the connected customers would be 
obtained upon the inauguration of the 
service. We, therefore, feel that Mr. 
Cheney’s estimate of $25,000 is ex- 
ceedingly problematical. 

- The item of $20,000 for establish- 
ing records is purely opinion evidence 
without any detail or explanation as to 
31 P.U.R.(N.S.) 
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how the figure was determined. It 
should be borne in mind that many 
years of painstaking study and inves- 
tigation of utility accounting has re- 
sulted in the standardization of ac- 
counting methods which greatly sim- 
plifies the installation or setting up of 
such records. 

It is conceivable that there would 
be some unused portions of the plant 
which would result in a lesser revenue 
during the development period, but 
certainly the lower maintenance ex- 
pense incident to an entirely new plant 
would largely offset Mr. Cheney’s es- 
timate. We are not prepared to accept 
his rate of return of 74 per cent on 
the unused property, nor his assump- 
tion that the entire property would be 
in place. 

It hardly seems proper to set down 
what it would cost under average con- 
ditions to organize the force of the 
company, to attach its present custom- 
ers, to provide so-called rigid expens- 
es, establish records, and to pay inter- 
est and other fixed charges on idle 
plant without at the same time con- 
sidering whether or not an actual value 
equal to such cost is apparent and in- 
herent in the property of the company. 

The superficial treatment of this ele- 
ment of value by Mr. Cheney goes be- 
yond the inclusive definition of going 
value as used in court decisions and 
undertakes to apply fixed formule to 
an aggregation of units of property. 

This Commission in past years has 
accepted the application of a percent- 
age of cost for the determination of 


this element but we do not feel that ' 


going value bears any more relation to 
the cost of a property than plant value 
would to its earnings. We feel that 
the method employed by the Commis- 
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sion’s engineer of giving full consid. 
eration to this element in his study and 
calculation of present value is a sound- 
er method of determining and allow- 
ing for going value. 

This can best be illustrated by ref- 
erence to the depreciated figure of the 
Waycross steam plant. This plant, 
it was shown, is used as a “standby 
plant” having been operated only a few 
days during the entire year 1938, and 
under any treatment could not be ad- 
mitted in the rate base at a depreciated 
value greater than 50 per cent of re- 
production cost new, but as a matter 
of fact was set up at 72 per cent condi- 
tion by the Commission’s engineer 
leaving in the total depreciated value 
some $80,000 in excess of the figure 
which would have resulted if a method 
of determining going value as a sepa- 
rate item had been used. 

We recognize the various intangible 
items which should be considered but 
we adopt as the sounder method the in- 
clusion of such items in the calculation 
of the present fair value of the various 
classifications of physical property as 
determined by Mr. Vogel, and find that 
a sufficient sum has been included by 
him for the item of going concern 
value. 


Organization 


Mr. Cheney testified that an allow- 
ance of from 3 per cent to 5 per cent 
of invested capital should be allowed 
as organization expense and set up 
$100,000 as the minimum amount, in 
his opinion, for this cost. This con- — 
jectural estimate was intended to cover 
the assumed “Promotional Work” pri- 
or even to the financing or commence- 
ment of construction of the company. 
We note that this 3 per cent is in addi- 
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tion to the excessive overheads already 
claimed by the company. 

The appraisal made by the Com- 
mission’s engineer includes an allow- 
ance for organization expense in ad- 
dition to the other overheads enumer- 
ated therein as one of the items applied 
to the direct physical cost, the total 
amount so included to cover organiza- 
tion being $40,360, and we feel that 
this is a fair and sufficient allowance 
for inclusion in the rate base. 


Working Capital and Materials and 
Supplies 


[18] We recognize the necessity of 
an allowance for “Working Capital” 
for the reason that certain expenses 
would be incurred by the company in 
advance of the collection of revenue, 
and ordinarily the amount claimed of 
one-eighth of the annual operating ex- 


penses less taxes and depreciation 
would be proper. In this case, how- 
ever, a major operating expense is the 
purchase cost of power which, during 
1938, amounted to $269,576.52, pay- 
ment for which is not made in advance 
but is due and payable ten days after 
the meter reading made at the end of 
each month, which is forty days from 
the beginning of the billing period. 
Computation, therefore, discloses that 
the company is required to finance this 
power bill for a period of approximate- 
ly five days. 

In addition to the above allowance 
of $75,000 for cash working capital, 
Mr. Cheney sets up $70,000 as the 
proper allowance for materials and 
supplies, and $25,000 for necessary 
cash on hand, which produced a total 
of $170,000 as necessary working 
capital which he rounds off to the sum 
of $150,000. 


The Commission’s chief engineer, 
Mr. N. Knowles Davis, testified that 
the operating expenses for the com- 
pany in 1938 were the highest in the 
history of the company, being, less 
taxes and depreciation, $598,000, of 
which $270,000 represented cost of 
purchased power, and $28,000 man- 
agement fees paid. He deducted from 
the $600,000 operating expense (using 
round figures) the amount paid for 
purchase of power and management 
fees, which left a balance of $302,000. 
The average cost of purchased power 
was $22,500 per month and the amount 
necessary for a 5-day period would be 
one-sixth of that sum, or $3,750. One- 
eighth of the remaining annual oper- 
ating expenses for a 45-day period 
would be $37,500, and added to the 
allowance for power purchased equals 
$41,250. No allowance is necessary 
in working capital for the management 
fees since these are usually paid after 
a 45-day period. Mr. Davis testified 
further that an additional allowance 
of $5,000 might properly be included 
in order to be sure that sufficient cash 
is allowed and it was brought out on 
cross-examination of this witness that 
this further allowance could be con- 
sidered as ample for all petty cash re- 
quirements. 

In determining the amount allowed 
for material and supplies, Mr. Davis 
showed first of all that the amount ex- 
pended in the year 1938 for mainte- 
nance and gross additions less a de- 
duction of $19,681 for materials used 
in the general rehabilitation of the 
Spring creek hydro plant amounted to 
$261,904. In order to determine 
whether or not this figure was rep- 
resentative the average for a 5-year 
period ending December 31, 1938, and 
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the average for a 3-year period ending 
December 31, 1938, was determined 
and amounted to $200,057 and $256,- 
668 respectively. Having determined 
the amount incurred in 1938 as the 
fair average figure he gave it as his 
opinion that less than one-half of this 
total expenditure would be represent- 
ed by materials and supplies, the re- 
mainder being in labor, and other costs. 
One-sixth (or two months’ supply of 
materials) of this $131,000 would 
therefore amount to $21,840. How- 
ever, he expressed as his further opin- 
ion that it would be impossible for any 
utility to store the exact materials re- 
quired and doubled this amount which 
gave $43,680. This he considered an 
ample allowance for materials and sup- 
plies. 

His conclusion was that the round 
figure of $90,000 was ample to cover 
all necessary materials and supplies and 
cash working capital, and while we are 
constrained to accept this figure based 
upon factual evidence and actual ex- 
perience of the company rather than 
the arbitrary assumptions of Mr. Che- 
ney, in abundant fairness, we have 
concluded to increase the $3,750 allow- 
ance to $13,750 to take care of lag- 
gings or delinquencies. Therefore, the 
sum of $100,000 will be allowed to 
cover all requirements for working 
capital. 


Cost of Financing 


[19] The company offered consid- 
erable testimony through its witness, 
Mr. W. M. Hickey, in support of its 
claim that the cost of financing should 
either be added in the rate base or that 
the fair rate of return should be in- 
creased 4 of 1 per cent. 


This witness offered several exhibits 
3EP URNS, 


showing the market price and approx- 
imate yields of bonds, preferred stock, 
and common stock of various utilities 
and industrial companies in support of 
his testimony as to the return necessary 
to attract investment in each class of 
these securities. He suggested that 
a sound financing of this company 
would be represented by 50 per cent of 
its fair value in bonds, 20 per cent in 
preferred stock, and 30 per cent in 
common, and according to his testi- 
mony these securities would require a 
yield of 44 per cent, 74 per cent, and 
12 per cent on the bonds, preferred 
stock and common stock, respectively, 
yielding an average return of 7.35 per 
cent, from which he based his claim 
that a fair rate of return should be not 
less than 74 per cent for this company. 


We learn from the brief of counsel 
for the company that the amount evi- 
dently intended to be included by Mr. 
Hickey in his testimony to cover the 
cost of financing was $150,000, but he 
failed to put this figure into the record 
or to give the Commission an outline 
of the basis on which he made his esti- 
mate. 

The extensive evidence on this sub- 
ject was offered because of the com- 
pany’s reliance on the two United 
States Supreme Court Cases cited in 
counsel’s brief where this cost was dis- 
allowed on account of the absence of 
evidence of such cost having actually 
been incurred as an expense. Dayton 
Power & Light Co. v. Ohio Pub. Utili- 
ties Commission (1934) 292 US 290, 
78 L ed 1267, 3 PUR(NS) 279, 54 
S Ct 647; Driscoll v. Edison Light & 
P. Co. (1939) 307 US 104, 83 L ed 
1134, 28 PUR(NS) 65, 59 S Ct 715. 
However, we do not agree that the 
evidence establishes such cost as hav- 
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ing been incurred. We also draw at- 
tention to the fact that this question 
was fully considered and reviewed by 
the United States circuit court of ap- 
peas (Minneapolis v. Rand [1923] 
285 Fed 818, 829) where the court 
said in part : 

“The cost of financing is assumed 
upon the theory that a company, de- 
sirous of establishing such a plant, 
should not be possessed of sufficient 
capital to pay for the plant, and should 
be compelled to borrow money by float- 
ing securities through brokers and 
should be exposed to large discounts, 
if compelled to obtain money in this 
way. The fair value of the plant 


should not be estimated upon such a 
basis of impecuniosity and exactions, 
but upon the theory, if used, of recon- 
struction, by those financially able to 
build the plant, paying reasonable pric- 


es therefor.” 


The same rule was laid down with 
even more clarity and definiteness in 
the Reno Water Case (1921) 300 Fed 
645 ; and in the report of special master 
in the Denver Tramway Case, which 
finding was excepted to by the com- 
pany, but its exception was overruled 
by the presiding judge ([1924] 3 F 
(2d) 285, PUR1925B, 156). 

It should be borne in mind that Mr. 
Hickey’s hypothetical set-up for pro- 
posed financing of 50 per cent; 20 per 
cent and 30 per cent by classes of se- 
curities was not intended to set forth 
the present capital structure of this 
company, nor did he or any other wit- 
ness offer any evidence that would as- 
sist the Commission in segregating or 
properly allocating the present securi- 
ties of the company so as to give con- 
sideration to such securities as an ele- 
ment of value. While this proposed 
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capital structure is highly desirable 
from a yield standpoint, in our expe- 
rience is more desirable than necessary 
to attract capital on the present money 
market. 

Mortgage bonds are adjudged by the 
investing public to some extent on the 
actual value of the properties on which 
the mortgage is placed but to a larger 
extent, as admitted by Mr. Hickey 
on the “times interest earned” factor. 
Certainly first mortgage public utility 
bonds issued on no more than 50 per 
cent of the true value of a company’s 
property with a “times interest earned” 
factor of 3.26 could be sold at a lesser 
yield than 44 per cent per annum at 
the present time. Mr. Hickey’s com- 
parative illustrations, given in an effort 
to establish a practice of financing, 
were made in every instance on the 
basis of capitalization and not fair 
value of the property. — 

There is no basis in this hypothetical 
evidence for the inclusion of any added 
sum to the rate base, however, such 
consideration as the rate of return may 
require will be given full effect in the 
fixing of rates. 


Conclusion 


The Commission has _ earnestly 
sought to carefully balance all the 
testimony offered relating to the ques- 
tion under consideration and to con- 
trast and point out conflicts and dif- 
ferences wherever they occurred in an 
effort to bring together the varying 
opinions in a harmonious conclusion 
that would represent the fair value of 
the company’s property as a rate base. 
In this its initial effort to make a com- 
plete inventory and appraisal of a ma- 
jor utility with its own staff, the Com- 
mission has proceeded with care and 
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deliberation. We feel that doubtful 
issues have been resolved in favor of 
the company. As stated by Mr. Vogel 
in the foreword to his appraisal, it was 
the purpose of the Commission to de- 
termine the normal fair value of the 
company’s property rather than the 
lowest possible value that might be es- 
tablished as of a given date. As above 
pointed out the prices applied by Mr. 
Vogel on two principal items in par- 
ticular, copper wire and insulators, are 
considerably higher than the average 
price for 1938. Careful studies were 
made to determine the average long- 
range price level for all items, and this 
“normal” price level was applied 
throughout his appraisal. 

It is worthy of note that the differ- 
ence in the direct costs of the apprais- 
als by the company and the Commis- 
sion’s engineer before the addition of 
prorations or overheads is relatively 
small, and except for the difference in 
the costs of rights of way would be 
substantially the same. We have 
shown that the right-of-way costs are 
out of line and that the overheads used 
by the company are excessive and un- 
reasonable, and unquestionably the 
various overheads allowed by the Com- 
mission’s engineer are ample to cover 
indirect costs. While the company’s 
empirical methods of computing the 
several recognized elements making up 
going concern value were criticized, 
consideration has been given to those 
as well as other factors in reaching a 
conclusion on this allowance. 

The Commission, after a full in- 
vestigation and after due and careful 
consideration of all the evidence pre- 
sented and adduced and all the exhibits 
and reports, has concluded that the fair 
value of the electric property of the 
31 P.U.R.(N.S.) 


Georgia Power and Light Company as 
of December 31, 1938, is not in excess 
of $2,800,000, including the allowance 
for going concern value and $2,900, 
000 with the added allowance of $100,- 
000 for cash working capital and ma- 
terials and supplies. 


Part II—Operating Revenues and 
Expenses 


The Commission issued its rule nisi 
against the Georgia Power and Light 
Company on March 31, 1939, return- 
able on the 24th day of May, 1939, 
following the making of a complete 
inventory and appraisal of the com- 
pany’s electric property and a careful 
study of its operating revenues and ex- 
penses. 

Reference is made to the opinion and 
order of the Commission issued on 
this date in Part I of the hearing, 
wherein the Commission determined 
the fair value and rate base of this 
property to be $2,900,000 as of De- 
cember 31, 1938, including an allow- 
ance for working capital and all in- 
tangible values. The history and de- 
velopment of this company is fully dis- 
cussed in that order, as well as all the 
testimony on the subject of value. 

As indicated above, the hearing on 
the rule nisi was divided into two parts, 
viz.: the determination of value, and 
the analysis of operating revenues and 
expenses. The evidence offered by the 
company for the most part was on the 
question of value, there being little or 
no direct testimony offered by it on 
the latter subject. 


The present investigation under 
which this order is issued is a culmina- 
tion of a prior investigation com- 
menced in 1937, but which was dis- 
missed in order to allow sufficient time 


160 





RE GEORGIA POWER & LIGHT CO. 


for the Commission to make a thor- 
ough study of the company’s property 
and records. At the same time the 
company agreed to and did file certain 
revised schedules for domestic and 
commercial rates effecting small reduc- 
tions. 

Such studies were necessary because 
of the lack of satisfactory and compre- 
hensive information available to the 
Commission, both as to value and op- 
erations. Following the completion of 
the inventory, the Commission’s staff 
visited the Florida Power Corpora- 
tion’s office at St. Petersburg, Florida, 
for the purpose, among other things, 
of analyzing the 1938 operating rev- 
enues and expenses of the company. 
No effort was made to make an analy- 
sis of the operating results of any oth- 
er years except to segregate the total 
amount of management fees paid by 
the Georgia Power and Light Com- 
pany to various affiliated and so-called 
service companies for the year 1937. 
However, the records for each year 
since the organization of the company 
as disclosed by the annual reports to 
this Commission were very carefully 
analyzed, compared, and discussed at 
length in the record by the Commis- 
sion’s chief engineer. 

As a result of the examination of 
the books of the company covering the 
operations of 1938, the Commission’s 
staff reported to the Commission that 
certain unusual and nonrecurring ex- 
penses aggregating some $47,553.51 
were not properly assignable to a sin- 
gle year’s operation. After conferen- 
ces with officials of the company it was 
agreed by them that certain of these ex- 
Penses were not properly so assignable 
and Mr. E, W. Neate read into the rec- 
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ord the following stipulated adjust- 
ments : 

“Waycross Steam Plant fuel cost 
$1,500; Reservoirs, Dams, and Water- 
ways $7,000; Purchased Power $9,- 
500; Sales Promotion $2,000 ; General 
Officers Expenses $1,000 ; Injuries and 
Damages $7,500; Employees Welfare 
Expense $641.35; Appraisal Cost 
Amortized $7,053.03; Administrative 
and General Expense, Credit $1,- 
965.60 ; which totaled $34,228.78” and 
is the amount disallowed. 

[20, 21] The study by the Commis- 
sion’s staff developed that “manage- 
ment” and “service charges” had been 
paid by the Georgia Power and Light 
Company to eight separate affiliates 
of the Associated Gas and Electric 
Company in the total sum of $35,- 
418.81, of which $28,686.09 was 
charged to the electric department of 
the company. The company was fully 
advised of the Commission’s position 
and attitude as to the payment of these 
excessive sums for so-called services 
as set forth in its order of January 16, 
1936. 

Notwithstanding that fact, the com- 
pany failed to offer any evidence un- 
dertaking to support and justify the 
reasonableness of these payments and, 
as the record discloses, counsel for the 
Commission consumed virtually an en- 
tire day in a fruitless effort to develop 
from Mr. Neate, auditor of the com- 
pany, and from Mr. Bailey, president 
of the company, information as to the 
character and need for the services 
actually rendered and performed for 
which these charges were made. The 
only services which Mr. Neate could 
identify as having been in his opinion 
of actual value to the Georgia Power 
and Light Company were those ren- 
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dered by a Mr. P. H. Wilson in out- 
lining a procedure for estimating orig- 
inal cost, and certain auditing services. 
But upon cross-examination, it was de- 
veloped that these services, if charged 
on a reasonable time basis, could not 
have been worth the amount paid. 

In the opinion of the Commission, 
the officers of this company were en- 
tirely competent and capable of per- 
forming the original cost study with- 
out the aid of Mr. Wilson’s sugges- 
tions. We also doubt that the separate 
audit was essential, or worth the 
charge. 

This investigation has developed 
that by far the greater portion of these 
charges have been made for the benefit 
of the holding company and its affiliat- 
ed service companies and have been of 
no value whatsoever to this operating 
company. Quite evidently this com- 
pany has been billed on a pro rata basis 
for the purpose of providing funds for 
the holding company itself. 

The Commission’s chief engineer 
read into the record illustrations of 
service company charges as made to 
the three major electric utilities in 
Georgia. This statement showed that 
the Georgia Power Company and the 
Savannah Electric & Power Company 
paid 0.3785 of 1 per cent and 0.6125 
of 1 per cent, respectively, of their 
gross revenues. Contrasted with those 
payments was the payment by this 
company of 3.1363 per cent of its gross 
revenues, or in other words the per 
cent of gross revenue paid was five 
times that of the Savannah Company 
and almost four times that of the Geor- 
gia Power Company. Certainly there 
would be no justification for basing a 
service charge on the amount paid for 
purchased power and especially so in 
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the instant case where the payment js 
made to another service paying com. 
pany, therefore, a correct comparative 
computation would show the service 
charge payments of the Georgia Pow. 
er and Light Company to be 4.23 per 
cent of gross revenue, less power pur- 
chased. 

The Commission is not here called 
on to pass upon the reasonableness nor 
the correctness of the bases of the 
charges to the first two companies 
above named and would not do so 
without specific study, but it is obvious 
from the comparison made that the 
sums exacted from the Georgia Power 
and Light Company are out of all rea- 
son. While we doubt the value of any 
of the services covered by these charg- 
es and feel that they should be disal- 
lowed in their entirety, the Commis- 
sion has concluded to allow the sum 
of $6,850 as an operating expense and 
remaining sum of $21,836 is hereby 
expressly disallowed as an operating 
expense for the Georgia Power and 
Light Company for the year 1938. 


Purchased Power Contract 


The company purchased 99} per 
cent of its electric energy requirements 
in 1938 under a contract with an 
affiliated company, the Flroida Pow- 


er Corporation. The total quantity 
purchased being 36,993,040 kilowatt 
hours while the total net generation by 
the Waycross steam plant amounted to 
10,360 kilowatt hours, and 167,191 
kilowatt hours were produced at the 
Spring creek hydro plant. The net 
output of the Waycross plant is de 
termined by subtracting from the gross 
generation the amount of energy used 
in the plant. 

The energy purchased under that 
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contract is delivered as firm power to 
the transmission lines of the Georgia 
Power and Light Company at three 
points on the Georgia-Florida state 
line; but metered on the secondary side 
of the transformers in the 66-kilovolt 
primary substations located at Way- 
cross, Cogdell, Homerville, Valdosta, 
Barneyville, Hahira, Quitman, Boston, 
(airo, Bainbridge, and Attapulgus. 
All primary metering equipment on 
this system is owned by the Georgia 
Power and Light Company. 

This contract provides for an ener- 
gyrate of 9.5 mills for the first 2,000,- 
000 kilowatt hours per month and 5.0 
mills for all additional energy pur- 
chased which produced an average rate 
of 7.9 mills for the 1938 purchases for 
al departments of the company. The 


average cost to the electric department 
was approximately the same, and the 


charge made for energy delivered to 
the other departments will be herein- 
after discussed. 

The Commission’s chief engineer 
placed into the record a photostatic 
copy of the power contract between the 
Georgia Power Company and the Flor- 
ida Power Corporation bearing date of 
June 16, 1937, and effective on the 
25th day of the following September. 
Delivery under this contract is made 
at Barneyville, Georgia, employing the 
facilities of the respondent company 
from the Florida state line to this de- 
livery point for which it receives from 
the Florida Power Corporation an an- 
nual payment of $4,847.17 to cover the 
fixed charges of added capacity. The 
Florida Company agrees thereunder to 
have available at all times for delivery 
tothe Georgia Power Company 15,000 
kilowatts of firm power for which is 
paid $5 per kilowatt year as a demand 
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charge. In addition thereto a charge 
is made for all energy delivered com- 
puted by adding to the actual generat- 
ing cost of the Florida Company an 
amount equal to 10 per cent of that 
cost plus a proper allowance for losses 
to the point of delivery. Mr. Davis 
applied this contract to the require- 
ments of the Georgia Power and Light 
Company and assumed a total energy 
charge of 44 mills per kilowatt hour 
based on the actual cost of production 
of 2.8 mills per kilowatt hour as shown 
in a collateral statement or contract 
between these contracting companies 
to which he added 10 per cent as speci- 
fied in the contract, plus 10 per cent 
estimated for losses which produced 
3.4 mills per kilowatt hour and to 
which he added in an abundance of 
fairness 1.1 mills per kilowatt hour. 
Applying the $5 per kilowatt year de- 
mand charge to the established maxi- 
mum instantaneous demand of the 
Georgia Power and Light Company’s 
system of 8,500 kilowatts and apply- 
ing the 44 mills per kilowatt hour to 
the 36,993,040 kilowatt hours pur- 
chased, amounted to $208,968.68 
whereas the respondent company ac- 
tually paid $292,965.20 for this ener- 
gy or $83,996.52 more than the same 
quantity of energy would have cost the 
Georgia Power Company from the 
same seller. 

Mr. Davis then introduced into the 
record the existing agreement between 
all the southeastern operating compa- 
nies of the Commonwealth and South- 
ern Corporation for specific inter- 
changes of firm power. By applying 
the rates under that agreement he 
showed that a charge of $194,486.08 
for the actual demand and consump- 
tion of the Georgia Power and Light 
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Company would have resulted, which 
is $98,479.12 less than actually paid 
by the respondent company to its 
Florida affiliate in 1938. 

At the request of company repre- 
sentatives, Mr. Davis applied the 
Wholesale Municipal Rate “C-5” of 
the Georgia Power Company to the 
Georgia Power and Light Company’s 
entire consumption. After directing 
attention to the fact that this municipal 
schedule was designed for and on the 
basis of the consumptions of its munic- 
ipal customers whereunder fixed 
charges of all transmission and trans- 
formation facilities were borne by the 
seller, whereas under the respondent’s 
intercompany contract these fixed 


charges are borne by the Georgia Pow- 
er and Light Company. Nevertheless, 
the application of that municipal rate 
would have lessened the cost of pur- 


chased power by $4,014.31 for the 
year 1938. 

The Commission, therefore, feels 
that the amount charged for power 
purchased by the company as above set 
forth and for the reasons assigned is 
excessive and should be reduced. 


Power Delivered to Ice and Water 
Departments 


As set forth in the order of Part I 
in these proceedings, the company op- 
erates ice and water plants at various 
locations on their system and a portion 
of the purchased energy is delivered by 
the electric department of the company 
to these nonregulated properties on the 
basis of “production expense trans- 
ferred.” 

Under the arrangement, all trans- 
mission, transformation, and meter- 
ing up to the point of delivery to each 
of these plants are performed by and 
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over the facilities of the electric de. 
partment of this company which re. 
quires added installed capacity in the 
electric system to perform that service. 
Energy is sold to these plants at its 
bare cost to the electric department and 
all fixed charges on the added inves. 
ment and other expenses are borne by 
the electric department and reflected 
in its plant account and operating 
expenses. It is obvious, therefore, 
that this energy is delivered to these 
plants at a loss to the electric depart- 
ment. 

The Commission is of the opinion, 
therefore, that after analyzing the ac- 
tual demands and consumptions of 
these plants and giving consideration 
to the foregonig facts and conditions, 
this energy should be billed at a rate of 
not less than 94 mills per kilowatt hour 
which would result in an additional 
credit to the operating expenses of the 
electric department of $5,160.10 for 
1938. 


Depreciation Expense 


[22-24] At the conclusion of the 
hearing it was agreed by the officials of 
the company that a projected earnings 
statement based on the actual expe- 
rience up to the end of the hearing and 
estimated as to the remainder of the 
year would be prepared and submitted 
for the year 1939. This estimate was 
later furnished to the Commission to- 
gether with a similar projection of the 
1940 operations. In both of these 
statements 18 per cent of electric gross 
revenue was set up to cover mainte- 
nance and depreciation, and was used 
by the company in 1938. We recog- 
nize the necessity of setting aside a 
sufficient sum annually to cover ac- 
cruing depreciation not taken care of 
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through maintenance, and while the 
company can choose individual meth- 
ods of computation for any year, the 
Commission is not prepared to ap- 
prove the method employed above as 
an annual charge computation. An- 
nual depreciation expense should prop- 
erly be determined as a per cent of de- 
preciable property. An examination 
of the plant accounts and the various 
types of property, their average life 
expectancy and in view of the main- 
tenance charges of $64,769.02 includ- 
ed in the operating expenses of the 
company in 1938, leads the Commis- 
sion to the conclusion that the amount 
actually set aside equates to an allow- 
ance for annual depreciation of 34 per 
cent on the depreciable property and 
provides approximately 24 per cent for 
maintenance is sufficiently ample to 
take care of current replacements and 
annual accrued depreciation. 


Conclusion 


In calculating the reasonableness of 
the rates herein prescribed the Com- 
mission did not depend upon the lati- 
tude provided in the rule laid down in 
the Smyth v. Ames Case (1898) 169 
US 466, 42 L ed 819, 18 S Ct 418, of 
giving consideration to the “probable 
earnings under the particular rates” 
prescribed, but has arrived at its con- 
clusions on the basis of the present 
utilization of the service. 

The question of “probable earnings 
under the particular rates,’ however, 
was touched upon in the order in Part 
I of this proceeding wherein several 
tate revisions in the rates of this com- 
pany were reviewed. The Commis- 
sion’s chief engineer presented evi- 
dence and various exhibits of a careful 
study and analysis of the gross revenue 


trends following the several rate reduc- 
tions which illustrated the fact that 
the “probable” effect of a rate reduc- 
tion would materially increase the 
utilization of the service and offset to 
a considerable extent the indicated rev- 
enue loss. This is further demon- 
strated by the increased utilization of 
electric service under the so-called “In- 
ducement Rate’ employed by other 
companies in the state, whereunder a 
lower rate is offered on increased con- 
sumption under the “Immediate Rate,” 
as well as the experience of the Com- 
mission in other rate revisions that the 
actual revenue loss is always consider- 
ably less than the calculated rate re- 
duction would indicate. 

The Commission is convinced that 
the revised schedules of rates will defi- 
nitely increase consumption, but with- 
out making any allowance for this in- 
evitable result the adjustment of the 
operating expenses of the company in 
accordance with the Commission’s 
findings herein, based upon the oper- 
ating revenues and expenses for 1938, 
will provide sufficient net revenue for 
a fair rate of return under the rates 
prescribed on the fair value of the elec- 
tric property of the company, used 
and useful, and devoted to public serv- 
ice. 

The Commission having given con- 
sideration to all of the testimony intro- 
duced at the hearing and the various 
exhibits introduced by the several wit- 
nesses and to all the needs and require- 
ments of the company, and after hav- 
ing thoroughly analyzed the effect of 
the rates herein prescribed by applying 
them to the customer analyses has con- 
cluded that the schedules of domestic 
and commercial rates herein provided 
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are fair and reasonable and will yield 
a fair rate of return over and above 
necessary operating expenses. Where- 
fore, it is, 

Ordered: That the following sched- 
ule of rates shall be the maximum 
rates to be charged by the Georgia 
Power and Light Company for resi- 
dential electric service as now rendered 
under their present residential sched- 
ule: 

First 15 kw. hr. or less per month, $1.11 

Next 60 kw. hr. per month, 5.00¢ per kw. hr. 
Next d75 ° = * x 222g 
nme * ee 

Ordered further: That the follow- 
ing schedule of rates shall be the maxi- 
mum rates to be charged by the Geor- 
gia Power and Light Company for 
commercical lighting and/or retail 
power service as now rendered under 
their present schedules, identified as 
Rate “B-1” and Rate “D-1”: 


Per kw. hr. 


First . hr. per month 
Next “ “ “ 
Next si 
Next 1,000 
Over 2,000 oF 


Minimum monthly charge: 
plus $0.833 per hp. of connected power load. 


$1.11 per meter 


Ordered further: That the Georgia 
Power and Light Company allow a 10 
per cent prompt payment discount 
from the above rates for payment of 
bills within ten days from presenta- 
tion. 

Ordered further: That the sched- 
ules herein prescribed shall be made 
effective on all bills rendered on the 
classes of service affected on the first 
meter readings made on and after De- 
cember 1, 1939, 

Ordered further: That the Georgia 
Power and Light Company shall file 
rate schedules in conformity with the 
31 P.U.R.(N.S.) 


provisions of this order prior to the 
effective date of same. 


Concurring Opinion of Commissioner 
Wilhort 

WILHoIT, Commissioner, concur- 
ring: While I cannot agree that the 
parts of the evidence pointed out in 
the findings of the majority of the 
Commission are the only reasons for 
my opinion that the rates for domestic 
and commercial electric energy served 
by the Georgia Power & Light Com- 
pany to its customers are, under pres- 
ent rates, unreasonably high, burden- 
some to the users and tend to restrict 
the consumption of energy to the detri- 
ment of the company; I do concur in 
that part of the order of the Commis- 
sion ordering these rates reduced to 
the level prescribed in the order. 

It is impossible to state in thirty- 
eight pages the many things that were 
given weight by five members of this 
Commission who were giving consid- 
eration to the mass of testimony and 
documentary evidence submitted at the 
hearing, and I am unwilling to con- 
fine myself to the statements made by 
the majority of the Commission who 
voted to issue these findings. I ex- 
cluded no part of the evidence submit- 
ted, but gave consideration to all the 
testimony, both oral and documentary, 
and I am convinced that the commer- 
cial rates could have been reduced even 
lower than the schedules set out in the 
order under the evidence produced at 
the hearings. I am also of the opi- 
ion that the reduced rates will be bene- 
ficial to the company by increasing the 
consumption of electricity and, thereby 
will, within a reasonable time, result in 
an increase in the gross and net rev- 
enue of the company. 
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Concurring Opinion of Commissioner foregoing concurring opinion, except 

) the Jas. A. Perry I do not believe that the commercial 

Perry, Commissioner, concurring: rates should be lower than prescribed 
I agree in the views expressed in the in the order, at the present time. 


loner 
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om. Pennsylvania Electric Company 

res 

den- : 

pict [Complaint Docket No. 12557.] 

etri- Discrimination, § 96 — Electric rates — Wholesale supply — Differing condi- 
rin tions. 

mis- The refusal by an electric company to apply a codperative association rate 
¥ t0 to energy sold to an electric customer for resale is not discriminatory when 


under the codperative schedule, available only to rural codperative non- 
profit associations taking their entire requirements from the utility, the rate 


irty- is applied separately to each point of delivery, all association customers are 

vere rural customers, and the association must furnish necessary transforming 
: and appurtenant equipment, while delivery to the wholesale customer is at 

this PP' _equipmen y tot r 

ans. five delivery points, readings are totaled as if energy were delivered at 
F one point, distribution is made to the public through several utilities owned 

- and controlled by the wholesale customer, only part of the customers 

the are rural, service is taken at the utility’s line voltage and no transform- 

on- ing and appurtenant equipment is furnished by the customer, and mini- 

> by mum demands and maximum demands at the five points are not coinci- 

who dent. 

“~- [September 5, 1939.] 

nit- ( yen by wholesale electric customer against alleged 

the rate discrimination in favor of codperative association; 

ary, complaint dismissed. Petition for reconsideration and reargu- 

ner- ment dismissed October 23, 1939. 

ven a 

the By the Commission: Harley D. of the complaint are that respondent 

| at Carpenter, complainant, is purchasing filed with the Commission Supplement 


Din- his entire electrical requirements from No. 5 to Tariff Electric Pa. P.U.C. 
ne- Pennsylvania Electric Company, re- No. 36, providing for the sale of elec- 
the spondent, under a contract dated No- tric energy to the Northwestern Rural 
eby vember 1, 1928, based upon Rate “I” Electric Codperative Association of 
tin of respondent’s filed Tariff Electric Saégerstown at a lower rate than was 
ev- Pa. P.U.C. No. 34. The averments charged complainant; that respondent 
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has refused to apply the rate in Sup- 
plement No. 5 to complainant’s con- 
tract, notwithstanding complainant’s 
use is greater than that of the codpera- 
tive; that this refusal is an unreason- 
able preference and contrary to the 
provisions of § 304 of the Public 
Utility Law. Respondent, in answer, 
states that the rates charged complain- 
ant are in conformity with Rate “I” 
as provided for in the agreement; that 
its refusal to apply the Supplement No. 
5 rate to complainant is due to the dif- 
ference in service conditions, points 
of delivery, and apparatus furnished ; 
that no unreasonable preference is 
granted the codperative, but the rate 
difference is based upon difference in 
service conditions. 


Hearings were held and testimony 
taken: The record shows respon- 
dent’s filed rate, under which com- 
plainant purchases his requirements as 
contained in the contract of November 
1, 1928, for a period of three years 
and thereafter from year to year, pro- 
vides as follows: 


General Unrestricted Power Service 
Rate “I” 


Territory: 

This rate is available throughout the entire 

territory of the .company. 
Availability: 

Available for power and incidental lighting 
for loads of not less than 25 kw. at 2,200 
volts or over. 

Rate: (Per month) 


Demand charge: 
First 50 kw. of measured demand @ $2.20 


per kw. 
All over 50 kw. of measured demand @ 
$1.50 per kw. 
Energy charge: 
First 5,000 kw. hr. @ 2.5¢ per kw. hr. 
Next 20,000 kw. hr. @ 1.8¢ per kw. hr. 
Next 50,000 kw. hr. @ 1.5¢ per kw. hr. 
All over 75,000 kw. hr. @ 1.2¢ per kw. hr. 


The contract provides for the de- 
livery of power at four locations es- 
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tablished at the time the contract was 
negotiated and for a further division 
of complainant’s territory, making fiye 
delivery points as follows: 

1. West of Espyville village. 

2. Approximately 124 miles south of 
Harmonsburg borough. 

3. Near the boundary line of West 
Mead and West Fairfield townships, 

4, Sparta township north of Spart- 
ansburg borough near Erie county 
line. 

5. Saegerstown borough. 


The contract provides that the read- 
ings at the several points of delivery 
shall be totaled, combining the energy 
in one total amount and the demands 
into one total demand and the charges 
computed under the rate as if energy 
had been delivered at one point. 


The energy received at these five 
points is distributed to the public 


through ten incorporated electric utili- 
ties and one individual company, all 
owned and controiled by complainant, 
namely: Harley D. Carpenter, Sparta 
Township Crawford Public Service 
Company, Saegerstown Borough Elec- 
tric Service Company, Cochranton 
Borough Electric Service Company, 
Union Township Crawford Public 
Service Company, Fairfield Township 
Light and Power Corporation, East 
Fairfield Township Crawford Public 
Service Company, Conneaut Lake 
Borough Electric Service Company, 
Conneaut Lake Electric Light and 
Power Company of Sadsbury Town- 
ship, East Fallowfield Light and Power 
Company, West Fallowfield Light and 
Power Company. 

Supplement No. 5 to Tariff Electric 
Pa.P. U. C. No. 36 referred to in the 
complaint provides for service to cef- 
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tain cooperatives and we quote, in 
part, the principal provisions of this 
supplement : 


Contract FILE 
Electric Pa. P.U.C. No. 36 
Page No. 13 (Supp. 5) 
Service to: 
The Northwestern Rural Electric Codpera- 
tive Association. 
The Central Rural Electric Codperative 
Association. 


Southwest-Central Rural Electric CoGpera- 
tive Association. 


Character of service: 

Alternating current, 60-cycle, voltage and 
phase to be those available on the Com- 
pany’s existing system at the point of con- 
nection. The company shall not be re- 
quired to deliver service at less than 
2,300 volts or more than 33,000 volts nom- 
inal line voltage. 


Rate: (Per month) 
$1.25 per kw. of maximum 15-minute inte- 
grated demand during the month—plus— 
1.0¢ per kw. hr. for the first 50 hours use 
of the demand during the month 

0.8¢ per kw. hr. for all excess kilowatt hours 

taken during the month. 

From this tariff, it appears that 
service under this rate is available only 
to the three cooperative associations 
therein named, such rate being con- 
tained in contracts entered into be- 
tween Pennsylvania Electric Company 
and the respective codperative asso- 
ciations. 


A copy of the form of contract en- 
tered into is contained on pp. Nos. 13A 
to 13E, inclusive, of the supplement. 
In Art. II on this contract, the avail- 
ability clause provides that service 
under the rates contained in Supple- 
ment No. 5 is “Available for service 
to rural codperative nonprofit asso- 
ciations, when taking their entire re- 
quirements from the company. This 
service classification shall apply sepa- 
rately to each point of delivery.” 

From this provision, it further ap- 
pears that the rates in Supplement No. 
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5 are available only to rural 
cooperative nonprofit associations, 
when taking their entire requirements 
from the company.” 

As set out above, complainant se- 
cures energy from respondent at five 
different points and, through the 
medium of 11 electric utilities, distrib- 
utes this energy for resale to the pub- 
lic. In the aggregate, these 11 electric 
utilities serve 2,604 consumers, of 
which complainant classifies 819 as 
residential, 1,550 as rural, 204 as 
commercial, and 31 as_ industrial. 
Complainant states that these con- 
sumers are located in boroughs and 
several townships, and that the 1,550 
rural consumers are served from rural 
line extensions totaling over 300 miles 
in length and served at 6,900 volts. 
The record indicates that The North- 
western Rural Electric Cooperative 
Association presently serves 1,180 cus- 
tomers (all members of the associa- 
tion), and that these are all farmers 
located in rural areas and that none 
of them are located in boroughs or 
communities of any size, nor does the 
cooperative have any industrial con- 
sumers. 

It is apparent that the class of con- 
sumers served by the 11 distributing 
companies owned by complainant dif- 
fers materially from the class of con- 
sumers served by the cooperative as- 
sociation. Manifestly, with complain- 
ant rendering service to 1,550 rural 
consumers, it would be possible to 
segregate these into a number of 
groups so that service rendered to these 
groups alone might then conceivably 
be analogous to the service rendered 
to the consumers of the codperative. 
Since the rural consumers served by 
the complainant are so widely scat- 
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tered and presently served by 11 dif- 
ferent companies, it would not be pos- 
sible to segregate them into one group, 
since the distribution facilities of the 
11 utilities are not all interconnected. 

The record shows that at the five 


Kw. 
Minimum 
Demand 


Location 
Espyville 
Conneaut Lake 
Cochranton 
Spartansburg 
Saegerstown 
Billed Carpenter 
Billed Codperative 
points of delivery to complainant, 
service is taken at respondent’s line 
voltage and no transforming or switch- 
ing facilities other than may be nec- 
essary for metering are required. 
However, in one instance service is 
rendered to complainant from trans- 
forming equipment furnished by re- 
spondent for service to another cus- 
tomer. Reference to the contract pro- 
vided for under Supplement No. 5 
shows that, under § (k) Special Pro- 
visions of Art. II, the codperative as- 
sociation is required to “. install 
and maintain all fuses, disconnecting 
switches, oil swtiches, transformers, or 
other apparatus at the point of con- 
nection of the association’s lines to 
those of the company, which may be 
reasonably necessary to enable asso- 
ciation to take and use the electric en- 
ergy hereunder and to protect the sys- 
tem of company.” We see here a bas- 
ic difference in that under Supplement 
No. 5 the codperative association is 
required to provide any necessary 
transforming and appurtenant facili- 
ties, while under Rate “I” no such re- 
quirement is made. 

A review of the minimum and 
maximum demands at the five points 
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of delivery and a comparison of such 
demands billed complainant with those 
of the codperative association during 
the twelve months ended December 
27, 1938, is set forth in the following 
tabulation : 

Kw. 


Maximum 
Demand 


127.2 


Month 


March 
April 420.0 
April 204.0 
May 72.0 
March 156.0 
March 800.0 
January 348.0 


Month 
May 
September 
November 
April 
June 
August 
December 

From this it appears that the mini- 
mum demands as well as the maxi- 
mum demands at the five points of de- 
livery are not coincident, that they oc- 
cur in different months, and that the 
minimum and maximum demands as 
billed complainant are at variance with 
the months in which the minimum and 
maximum occurred in the codperative 
association. 

From all of the foregoing, it fol- 
lows that Supplement No. 5 cannot be 
applied to the service rendered com- 
plainant, since it specifically provides 
that the rates therein are available 
only to rural codperative nonprofit as- 
sociations that take their entire re- 
quirements from respondent. Further, 
the conclusion is inescapable that the 
character of service rendered the com- 
plainant at the five points of delivery 
and the class of consumers served by 
him through his wholly owned 11 elec- 
tric utilities are dissimilar to the char- 
acter of service and class of consum- 
ers of the codperative association— 
first, upon the class and type of con- 
sumers served; second, with respect to 
the requirement of the codperative’s 
providing its own transforming and 
appurtenant equipment; and third, 
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with respect to the question of mini- an unreasonable preference to the 
mum and maximum demand imposed Northwestern Rural Electric Codper- 
upon respondent's system. ative Association in supplying service 
Upon consideration of all the mat- to it under Supplement No. 5, and that 
ters involved we are of the opinion and complainant is not subjected to an un- 
find that respondent’s refusal to apply reasonable prejudice and disadvantage ; 
the rate in Supplement No. 5 of Tar- therefore, 
iff Electric Pa. P.U.C. No. 34 to the Now, to wit, September 5, 1939, it 
energy sold by it to Harley D. Carpen- is ordered: That the complaint be and 
ter, complainant, does not constitute is hereby dismissed. 
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Re Fred Braddock et al. 


[Nos. 9707-9711.] 


Certificates of convenience and necessity, § 140 — Partial transfer. 


1. A certificate cannot be transferred in part under the state statute author- 
izing the transfer of certificates, p. 175. 


Certificates of convenience and necessity, § 23 — Power of Commission — Trans- 
fer in part. 
2. The Commission’s authority to authorize the transfer of a certificate 
or parts thereof is derived from statute, and the statute authorizes the 
transfer of a certificate and not parts thereof, p. 175. 


Certificates of convenience and necessity, § 140 — Partial transfers. + 
3. The Commission should not permit the transfer of a part of a certificate 
purely on the theory of substitution and without a showing of convenience 
and necessity therefor, particularly where the transferor’s right resulted 
solely from the Commission’s action in granting him a so-called alternate 
route, since the rights incident to such alternate route constituted a personal 
privilege to the transferor, p. 178. 


[September 6, 1939.] 


F  sviocimsanesna for consent to transfer part of certificates of 
convenience and necessity; denied. 


¥ 


By the Commission: All of the Cause No. 9707 is a joint applica- 
aforementioned captioned cases were _ tion for consent and authority to trans- 
filed on the 9th day of September, fer a part of Certificate No. 1079, now 
1938, and all heard on the 17th day held and owned by one Fred Brad- 
of October, 1938. Applicants had dock, to the Reinhardt Transfer Com- 
common counsel. pany. 
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Cause No. 9708 is a joint applica- 
tion for consent and authority of the 
Cincinnati-Portsmouth Motor Ex- 
press, Inc., to transfer Certificate No. 
801 to Fred Braddock. 

Cause No. 9709 is an application to 
amend Certificate No. 2665 by adding 
thereto certain rights now held by 
Fred Braddock, 

Cause No. 9710 is an application 
by Fred Braddock to amend Certifi- 
cate No. 1079 by adding certain rights 
now held by the Cincinnati-Ports- 
mouth Motor Express, Inc. 

Cause No. 9711 is an application 
of the Cincinnati-Portsmouth Motor 
Express, Inc., to amend Certificate 
No. 801 by transferring a portion 
thereof to Fred Braddock and by 
abandoning the remainder. 

All aforementioned causes were 
heard jointly. These respective appli- 
cations were all protested by the fol- 
lowing motor transportation compa- 
nies—George Killeen & Son; Penn- 
sylvania Truck Lines, Inc.; Germann 
Brothers; Hillsboro Transportation 
Company ; Trans-Ohio Motor Freight, 
Inc.; Cleveland, Columbus & Cincin- 
nati Highway, Inc. ; Commercial Mo- 
tor Freight, Inc., and J. W. Harlow. 

There are a number of interesting 
questions to be determined in this liti- 
gation. These cases are confusing 
throughout. This confusion starts 
with applicants’ legal notice, which 
notice is a jurisdictional prerequisite. 
As will be noted, there are involved 
five separate and distinct applications, 
each given a separate and distinct 
cause number. For reasons of econ- 
omy, or otherwise, the respective ap- 
plicants saw fit to combine the notices 
incident to, all and singular, such 
causes in one legal advertisement. 
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Competing transportation companies, 
as well as the public, are entitled to no- 
tice. We believe all protestants made 
due and timely objection. On careful 
examination, we are of the opinion 
that the notice contains all the statuy- 
tory requirements relative each such 
causes. The trouble lies in being able 
to pick out and segregate the allega- 
tions required by statute to be alleged 
and set out in each such case. The 
legislature never intended that more 
than one cause of action should be de- 
scribed in any one legal notice. It 
never was intended that the public be 
required to exert as much mental en- 
ergy in reading a legal notice as is re- 
quired to decipher the notice in the in- 
stant case. This is especially true since 
applicants in certain instances pray 
for inconsistent relief. If the adver- 
tisement relative to five causes of ac- 
tion can be joined in one legal notice, 
then why not fifty? If five advertise- 
ments qualifying litigation in this 
Commission can be joined, why not 
join the advertisement relative to one 
such cause of action with that neces- 
sary in securing constructive notice in 
a divorce action or in an action to fore- 
close a mortgage, or both? Weare not 
holding this notice to be insufficient or 
illegal but are however criticizing it. 
There are three certificates of ne- 
cessity and convenience primarily in- 
volved in these actions as follows: 
Certificate No. 1079 is held by Fred 
Braddock, the primary or original 
route thereof extending generally from 
the city of Columbus, Ohio, ina 
southwesterly direction via U. S. No. 
62 through Washington C. H. to 
Hillsboro, Ohio; thence via S. R. 73 
to Portsmouth, and thence by alternate 
route via U. S. 23 from Portsmouth 
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through Chillicothe and Circleville to 
Columbus, Ohio. This certificate also 
contains certain other claimed operat- 
ing rights between Chillicothe and 
Washington C. H.; between Hillsboro 
and Locust Grove; between Hillsboro, 
Greenfield, and Washington C. H., 
and between Hillsboro, Winchester, 
and Macon. 

Certificate No. 801 is owned by the 
Cincinnati-Portsmouth Motor Ex- 
press, Inc., and generally covers the 
territory immediately west of the city 
of Portsmouth and immediately east 
of the city of Cincinnati and covering 
generally State Routes 74, 125, and U. 
S, Route 52. 

Certificate No. 2665, held by the 
Reinhardt Transfer Company, gen- 
erally covers routes and territory par- 
alleling and coincidental with the 
routes covered by Certificate No. 801 
of the Cincinnati-Portsmouth Motor 
Express, Inc., together with routes 
running generally from Portsmouth 
to Dayton, Ohio, over S. R. 73 
through Hillsboro to Wilmington, 
Ohio, and thence via U. S. 68 to Xen- 
iaand U. S. 35 to Dayton, and again 
commencing at Portsmouth, Ohio; 
thence running north on U. S. Route 
23 through Waverly to Chillicothe; 
thence in a northwesterly direction 
along U. S. Route 35 through Wash- 
ington C. H. to Xenia, Ohio. This cer- 
tificate also contains added rights of 
some nature between Washington C. 
H. and Chillicothe, Ohio. 

All of the three aforementioned cer- 
tificates carry important restrictions 
against the picking up and delivery of 
freight between certain points along 
their respective routes. 

As hereinabove noted, there are 
many motor transportation companies 
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protesting the granting of these appli- 
cations. It is hard for us to conceive 
how certain of these protestants are 
or could be interested in or affected by 
the outcome of this controversy. How- 
ever, there are so many theories upon 
which these cases were heard and 
submitted that it is extremely difficult 
for us to determine, especially if cer- 
tain of applicants’ theories are adopt- 
ed in disposing of these cases, just 
what and whose rights do or might 
conflict. On no theory would it seem 
to us that George Killeen & Son, Inc., 
holders of Certificate No. 699, could 
be in any manner affected. However, 
due to the confusion and many un- 
certainties in and growing out of this 
controversy, we have decided to per- 
mit all protestants to remain as such. 

Protestant John Harlow is the hold- 
er of Certificate No. 2750 which cov- 
ers generally U. S. Route 35 running 
in a northwesterly direction from Chil- 
licothe through Washington C. H. and 
Xenia to Dayton, Ohio. 

Protestant Trans-Ohio Motor 
Freight, Inc., is the holder of Certifi- 
cate No. 3089 which generally grants 
rights from Portsmouth, Ohio, north 
over U. S. Route 23 to Chillicothe; 
thence in a westerly direction over U. 
S. Route 50 as far as Hillsboro, Ohio, 
and again westerly from Chillicothe, 
Ohio, over S. R. 28 to Cincinnati, 
Ohio. 


Protestant Truck 


Pennsylvania 
Lines, Inc., is the holder of Certificate 
No. 885 which grants rights (to a 


large extent interstate only) com- 
mencing at Portsmouth; thence north 
along U. S. Route 23 through Chilli- 
cothe and Circleville to Columbus, 
Ohio; also generally from Circleville 
along U. S. Route 22 and S. R. 3 
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through Washington C. H. and Wil- 
mington to Cincinnati, Ohio; also 
from Chillicothe via U. S. 35 through 
Washington C. H. and Xenia to Day- 
ton, Ohio; also from Chillicothe over 
U. S. 50 through Hillsboro to Cincin- 
nati, Ohio. This certificate seems to 
also carry rights from Cincinnati north 
along U. S. Route 25 to Dayton, Ohio. 

Protestant Germann Brothers, hold- 
ers of Certificate No. 2273, carries 
operating rights generally in a south- 
easterly direction from Cincinnati, 
Ohio, along U. S. Route 52 through 
Portsmouth to or near Chesapeake, 
Ohio. It seems that this certificate 
also carries other operating rights 
which are generally southeast of Cin- 
cinnati and between Cincinnati and 
Ripley, Ohio, on and along S. R. 125 
and 221, and possibly U. S. Route 68. 

Protestant Hillsboro Transporta- 
tion Company is the holder of Certifi- 
cate No. 2142 which carries operating 
rights between Hillsboro and Cincin- 
nati and generally on U. S. Route No. 
50. 

Protestant Cleveland, Columbus & 
Cincinnati Highway, Inc., is the hold- 
er of Certificate No. 9 which seems 
to include, among others, operating 
rights generally between Chillicothe 
through Washington C. H. to Xenia 
along U. S. Route 35; from Washing- 
ton C. H. through Wilmington to Cin- 
cinnati, Ohio, along U. S. Route 22 
and S. R. 3, and rights from Wash- 
ington C. H. to Columbus, Ohio, 
along S. R. 62 and S. R. 3; also rights 
from Columbus through London, 
Xenia, and Lebanon to Cincinnati, 
Ohio, via U. S. Route 40, S. R. 142, 
and U. S. 42, and again from Colum- 
bus through Springfield and Dayton 
to Cincinnati via U. S. 40, S. R. 4, and 
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U. S. 25, with certain other appar- 
ently paralleling and duplicating lines 
between Cincinnati and Dayton, Ohio, 
and north of Dayton in the direction 
of Springfield. 

Protestant Commercial Motor 
Freight, Inc., is the holder of Certif. 
cate No. 300 with operating rights 
commencing at Portsmouth, Ohio: 
thence north along U. S. 23 by alter- 
nate route to Chillicothe; thence by 
original or primary route through 
Circleville to Columbus, Ohio: also 
rights from Circleville along U. §. 
Route 22 and S. R. 3 through Wash- 
ington C. H. and Wilmington to Cin- 
cinnati, Ohio; rights also from Colum- 
bus, Ohio to Washington C. H. over 
S. R. 62 and 3. Their certificate 
seems to cover much intervening ter- 
ritory between Chillicothe, Washing- 
ton C. H., and Columbus, Ohio, over 
various state and county highways. 

Protestant George Killeen & Son, 
Inc., is the holder of Certificate No. 
699 running generally from Columbus 
to Cincinnati over U. S. Route 40, S. 
R. 142, and U. S. 42; also from Col- 
umbus to Springfield via U. S. 40, 
S. R. 142, S. R. 56, and U. S. 40; 
also certain operating rights between 
Springfield and Cedarville and Spring- 
field and South Charleston. 

The certificates granting rights to 
many, if not all, of the aforementioned 
protestants contain restrictions, many 
of which are drastic. 

The record clearly shows that one 
Earl N. Reinhardt is the president of, 
and in fact controls, the Reinhardt 
Transfer Company, and the Cincin- 
nati-Portsmouth Motor Express, Inc.. 
is a wholly owned subsidiary of the 
Reinhardt Transfer Company. So in 
fact while the Reinhardt interests ap- 
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pear in the farm of corporations, yet 
the moving factors in all these five 
applications are Fred Braddock and 
Earl N. Reinhardt. 

The record discloses two undisposed 
of motions, as follows: 

(1) By Mr. Claypool seeking the 
dismissal of Braddock’s application 
because applicant had not operated 
over a portion of his certificated route 
and because any advantage would in- 
ure to the sole benefit of applicant. 

(2) By Mr. Atwood seeking dis- 
missal of all applications because no 
convenience and necessity is shown 
and further because applications are 
all predicated upon a written contract 
providing for a splitting of certificates 
and a transfer of certain parts. 

For the purposes of this finding and 
order we overrule both motions. Ex- 
ceptions noted. 

As hereinbefore stated, the legal ad- 
vertising was and is confusing, but 
the confusion is not confined to such 
advertising. When we read the rec- 
ord in these cases we discover that 
they were tried and submitted on some 
five separate and distinct theories, as 
follows : 

(a) The transfer of a part of a 
certificate under authority of the stat- 
ute authorizing the transfer of a whole 
certificate. 

(b) The substitution as the owner 
and holder of a certain certificate or a 
part thereof of the holder and owner 
of another certificate or part thereof. 

(c) The abandoning of a portion 
of a given certificate and amending 
some other certificate by showing con- 
venience and necessity to the end that 
the latter certificate is extended to cov- 
er the route and territory abandoned 
by the former. 
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(d) That applicants desire and in- 
sist that their respective applications 
shall all be separately and severally 
granted before the granting of any 
portion thereof less than the whole 
shall become effective. 

(e) That while the denial of any 
of the applications is vigorously pro- 
tested by applicants, yet the granting 
of any of the applications will be ac- 
cepted and the transfers authorized 
will be made. 

[1, 2] As hereinabove stated, Cause 
No. 9707 is the joint application of 
Fred Braddock and the Reinhardt 
Transfer Company for authority to 
transfer part of Certificate No. 1079. 
Heretofore, and as early as 1928, 
this Commission crystallized and has 
since followed the doctrine that a part 
only of a certificate cannot be trans- 
ferred under our statute authorizing 
the transferring of certificates. (In 
Re Maag Brothers, April 13, 1928, 
1928 Commission Report p. 198). So 
far as we know, no court of record in 
this or any other state has passed up- 
on this or any similar question. We 
find that a few state administrative 
bodies have passed upon what appears 
to be either identical or similar situa- 
tions. 

(Cal.) A motor carrier possessing 
certificates of convenience and neces- 
sity for operation over two connecting 
routes, although it might properly con- 
solidate the rights under one certifi- 
cate, should not be permitted to so con- 
solidate such rights and at the same 
time sell the right under one of the cer- 
tificates to another party, and it is 
immaterial that the transferee propos- 
es to restrict the right after acquiring 
it. Re Wythe (1937) 22 PUR(NS) 
203. 
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(Colo.) The Commission must 
find that the transfer of a portion of 
the certificate of convenience and ne- 
cessity would be in the public interest 
in order to authorize such a transfer. 
Re Drumright, Application No. 3872- 
A, Decision No. 12498, October 22, 
1938. 

(Tex. Civ. App.) A Commission 
order authorizing the transfer of mo- 
tor carrier operating rights, in effect 
canceling the certificate theretofore is- 
sued and directing the issuance of a 
new certificate to the new operator but 
denying to the new operator the right 
to serve a point which the former op- 
erator was permitted to serve, was held 
not to have been intended as a limita- 
tion upon or denial of any right grant- 
ed under the original certificate, since 
the new order was intended merely as 
the Commission’s interpretation of its 
certificate originally granted, which 
was found by the court to have been 
erroneous, notwithstanding the power 
of the Commission under proper cir- 
cumstances to limit the operations of 
the new carrier. Railroad Commis- 
sion v. Universal Transport & Dis- 
tributing Co. (1935) 86 SW(2d) 
250. Rehearing denied September 25, 
1935. 

(Colo.) Transfer of a part of a 
permit is forbidden by Rule 7 (b) of 
the Commission unless the remainder 
of the permit is voluntarily abandoned. 
Re Cooper, Application No. 2611- 
PP-A, Decision No. 9609, March 15, 
1937. 

(Ind.) The Commission refused to 
allow one corporation owning a cer- 
tificate which included authority to 
transport both passengers and proper- 
ty by motor vehicles to sell to another 
corporation the right to haul freight 
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under the same certificate. Re Indj- 
anapolis & S. E. R. Co. (1932) PUR 
1933A, 293. 


(N. Y.) It is contrary to public 
policy to permit a transfer of part of 
an operating certificate to one corpo. 
ration, so that one corporation holds 
part of it and another corporation 
holds another part of it. Re Eaton, 
PUR1933C, 281. 


It is quite apparent that whatever 
authority any state administrative 
body has to authorize the transfer of 
certificates of convenience and neces- 
sity, or parts thereof, is derived neces- 
sarily from statute. We are not ad- 
vised as to the nature, character, and 
extent of the statute in any of the states 
last hereinabove mentioned. Suffice 
it to say that the statutes of Ohio au- 
thorize the transfer of certificates and 
not parts thereof. We recognize an 
apparent conflict within the various 
state administrative bodies. This 
Commission passed upon the question 
as early as 1928; we think that deci- 
sion sound and reaffirm it here. Ap- 
plication No. 9707 will therefore be 
dismissed. 

Cause No. 9708 is the joint appli- 
cation of Cincinnati-Portsmouth Mo- 
tor Express, Inc., and Fred Braddock 
for permission to transfer such certifi- 
cate to Fred Braddock. Again we 
find ourselves in a confused frame of 
mind. Application No. 9708 is an ap- 
plication to transfer the whole of Cer- 
tificate No. 801. Counsel for appli- 
cants makes the following statement: 


If counsel for the protestant will 
take the trouble to read the applica- 
tion to abandon, he will note the fol- 
lowing language therein, that it de- 
sires to abandon Certificate No. 801 
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and the Reinhardt Transfer Company 
to substitute for it.” 

Appearing on the same page of the 
record is the following colloquy : 


Mr. Atwood: In other words, is 
it true that they only desire to aban- 
don if they are permitted to transfer 
to Mr. Braddock a portion of their 
certificate ? 

Mr. Baker: Transfer all of it. 

Mr. Armstrong: I think I was ask- 
ing a perfectly proper question. I do 
not care to hear oratory any more than 
Mr. Baker. His client said he thought 
he was only going to abandon part of 
it, and then I read him part of it, and 
asked him if he was not mistaken. 


It is inescapable, after reading the 
entire record in these cases, that all 
of these applications grow out of, cul- 
minate in, and are an attempt to change 
operating rights in accordance with 
the terms and provisions of a certain 
written agreement heretofore entered 
into between Fred Braddock and Earl 
N. Reinhardt. We are not at all cer- 
tain that this contract is of such a na- 
ture as would require the approval of 
this Commission. Be that as it may, 
no approval was had. Mr. Braddock 
was being cross-examined concerning 
certain provisions of this contract, and 
on page 53, et seq. of the record, the 
following questions and answers are 
found : 


Q. Yes, that is right. A. I do 
not know whether I can or not, but I 
will try. The first party is the Rein- 
hardt Transfer Company, and they 
are the owners of the subsidiary cor- 
poration, the Cincinnati-Portsmouth 
Motor Express. They agreed to trans- 
fer to Fred Braddock, one individual, 
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a section of the route between Cincin- 
nati and Winchester over State High- 
way 74, and that is to give myself the 
rights to transport property between 
points on State Route 74 and points 
on Certificate 1079. 

Q. That paragraph as you consid- 
er it, and as you understood it when 
you signed, was to transfer part of 
the certificated route, was it? A. Yes. 


Q. I say as a consequence of mak- 
ing this contract you filed your appli- 
cation to carry out that paragraph of 
the contract? A. Yes. 


Again on page 77 of the Record, Mr. 
Reinhardt on cross-examination said: 


Mr. Armstrong: Will it be conced- 
ed that if the Commission should find 
in favor of you and does not find in 
favor of Mr. Braddock that the whole 
thing will go out? A. Yes, the con- 
tract says so. 

Q. In other words, it is your state- 
ment here today that if the Commis- 
sion finds only in favor of part of these 
applications, then nothing will be car- 
ried out? A. Absolutely. 


It is our opinion, as more fully ex- 
plained and expressed later herein, that 
it is the intent of these joint applicants 
to transfer only a portion of such cer- 


tificate. So far as the transfer of a 
certificate is concerned, this Commis- 
sion has little discretion. The chief 
question then to be determined is 
whether or not the proposed transferee 
is a proper person. In this case such 
transferee is Fred Braddock. There 
are few, if any, better operators in 
the state of Ohio. He is well quali- 
fied, physically and financially, to car- 
ry on all trucking operations that 
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would pass with Certificate No. 801. 
However, we have assumed that it is 
not the desire or intent of the parties 
to transfer all of such certificate, but 
only a part thereof. While, as stated 
above, this application appears on its 
face to be one to transfer the whole of 
this certificate, yet our assumption that 
it is the intention to transfer but a part 
of it is strengthened when we look at 
what applicant is pleased to designate 
“mileage statement after transfer” 
which is filed with and made a part of 
the application to transfer and where- 
in it appears, by careful analysis and 
observation, that the mileage after 
transfer includes only that portion of 
Certificate No. 801 between Winches- 
ter and Cincinnati, Ohio, along S. R. 
74. With this approach to the sub- 
ject, we, for the reasons stated in dis- 
missing application No. 9707, hereby 
dismiss application No. 9708. Weare 
constrained to suggest at this point, 
however, that a different holding may 
be had should it develop that the whole 
of such certificate is to be transferred, 
at least our holding might well be dif- 
ferent as to that part of such certifi- 
cate which is not made up of alternate 
or temporary routes. 

Cause No. 9709 is the application 
of the Reinhardt Transfer Company 
to amend Certificate No. 2665 by add- 
ing thereto certain rights now held by 
Fred Braddock and contained in Cer- 
tificate No. 1079. We have already 
held that a part of a certificate cannot 
be transferred. We believe such trans- 
fer would be not only against public 
policy, but against the letter and spirit 
of the statute as well. 

[3] When we come to consider 
Cause No. 9709 we find that we are 


again confronted with a dual theory 
of procedure, one theory being that 
certain operating rights now held by 
Braddock should be transferred to the 
Reinhardt Transfer Company solely 
by way of substitution and without a 
showing of convenience and necessity 
therefor; the other theory being that 
the Reinhardt Transfer Company 
should be permitted to extend its cer- 
tificate over and along a portion of the 
route now held and operated by Brad- 
dock by showing convenience and ne- 
cessity therefor, and Braddock in 
turn should be permitted to abandon 
such portion of his route so acquired 
by Reinhardt as aforesaid. 

We shall now dispose of the first of 
such theories. At the inception of this 
discussion we were somewhat cha- 
grined to find that the question of al- 
ternate and temporary routes plays 
such an important part in this contro- 
versy. It seems that in the past this 
Commission, motivated perhaps by al- 
truistic reasons not sanctioned by ei- 
ther the legislature or the courts, has 
granted what are known as alter- 
nate routes. The theory justifying 
such action, if in fact any justification 
can be had, seems to have been a de- 
sire to accommodate some certificate 
holder to the extent of permitting him 
to travel the shortest distance between 
two given points or termini, which 
termini he then and theretofore had a 
right to serve, but by a more circuitous 
route. Such operator was always re- 
stricted, however, against the handling 
of freight at points intermediate to 
such termini and along such alternate 
route. It seems that such action on 
the part of this Commission at best 
could only be an added personal privi- 
lege or adjunct to the rights contained 
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RE BRADDOCK 


in the certificate of which such alter- 
nate route became a part. 

Section 614-92 of the General Code, 
by implication at least, gives this Com- 
mission a right to grant temporary 
routes, the pertinent part of such sec- 
tion being as follows: 

“. , except in case of emergen- 
cy due to the act of God or unavoid- 
able accident or casualty or the route 
becoming impassable, or in case it be- 
comes necessary to make temporary 
detours ; 7 

On reading the record in this case 
our attention was very forcibly drawn 
to the fact that whatever rights Mr. 
Braddock had to transport freight 
from Columbus to Portsmouth and 
reverse over U. S. Route 23 resulted 
solely from an alternate route. Short- 
ly thereafter we discovered that a part. 
at least, of the rights claimed by Mr. 
Braddock between 
Portsmouth likewise grew out of our 
action in permitting an alternate route. 
At this point our interest was aroused 
to such an extent that we inquired in- 
to the rights of the two Reinhardt 
Companies and we found that much 
of the routes as defined in the two 
Reinhardt certificates were made up 
from alternate routes and temporary 
routes, the alternate routes having 
been acquired on the theory that the 
granting thereof would constitute a 
personal advantage to the certificate 
holder and the temporary routes grant- 
ed upon some such theory as defective 
toads, defective bridges, floods, and 
narrow bridges, all of which defects 
and conditions have, we assume, long 
since been remedied and removed. A 
similar situation exists with relation 
to many of the routes operated by the 
protestants. 


Hillsboro and 


The question then arose, should we 
permit the transfer of a part of Mr. 
Braddock’s certificate to Mr. Rein- 
hardt purely on the theory of substitu- 
tion, and especially since Mr. Brad- 
dock’s rights, if any, from Columbus 
to Portsmouth and reverse on U. S. 
Route 23, resulted solely from the ac- 
tion of this Commission in granting 
him a so-called alternate route? We 
think the answer is “No,” and this is 
especially true since Mr. Braddock 
proposes to retain a portion of this 
Certificate No. 1079, said portion be- 
ing a part of the original or primary 
route, for the reason that the rights 
incident to such alternate route, if in 
fact any such rights exist, constituted 
a personal privilege to the holder of 
the certificate for the primary route. 
It would cease to be a personal privilege 
of Mr. Braddock and immediately be- 
come a permanent right of Mr. Rein- 
hardt. Mr. Reinhardt has no rights 
now which would justify him in ask- 
ing for an alternate route from Ports- 
mouth to Columbus. If Mr. Brad- 
dock’s certificate was divided up as is 
contemplated in such written agree- 
ment, then he too would be in a posi- 
tion where he would have no need of 
such alternate route. 

We now take up the second propo- 
sition, i. e., that each of these appli- 
cants be permitted to extend the routes 
under their respective certificates by 
showing convenience and necessity 
therefor and each by a proper show- 
ing be permitted to abandon so much 
of their present operating rights as 
might be added to the other. In this 
connection, suffice it to say that no 
shawing of convenience and necessity 
has been made for the transportation 
of freight from Columbus to Ports- 
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mouth or reverse along U. S. Route 23. 
Protestant Commercial Motor Freight, 
Inc., has intrastate rights from Colum- 
bus to and including Chillicothe. Pro- 
testant Trans-Ohio Motor Freight, 
Inc., has similar rights from Ports- 
mouth to and including Chillicothe, 
and while Raymond Strawser, holder 
of Certificate No. 887, was not a pro- 
testant in this case, yet our record dis- 
closes that he too holds general rights 
from Columbus to Chillicothe. There 
is no showing to the effect that pres- 
ent transportation facilities are not 
adequate and ample. 

It is quite true that the record in 
the instant case shows some evidence 
of convenience and necessity so far as 
certain shippers who are situated gen- 
erally west and northwest of Ports- 
mouth and others situated on Brad- 
dock’s proposed extension on and 
along State Route 74 between Win- 
chester and Cincinnati are concerned. 
As herein repeatedly stated, we are 
disposing of these matters on the the- 
ory that if any part of these applica- 
tions fail, then all should fail. The 
examiner who heard these cases origi- 
nally took the same view and with 
which we find no fault. We are not 
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disposed to grant Mr. Reinhardt op- 
erating rights from Portsmouth to 
Columbus on either the theory of sub- 
stitution or the theory of his having 
shown a convenience and necessity 
therefor, and by reason whereof Ap- 
plication No. 9709 is denied. Holding 
the position that if part fail all must 
fail, we, therefore, deny Applications 
Nos. 9710 and 9711. 

As stated in our disposition of Cause 
No. 9708, if counsel for applicants 
upon an application for rehearing cares 
to suggest to us that our approach to 
these matters has been and is wrong 
and that in fact applicants will accept 
any and all rights to which their re- 
spective applications and record might 
entitle them in conformity with this 
opinion, then and in that event we will 
gladly give these matters additional 
consideration. 

It is, therefore, 

Ordered, that the said five applica- 
tions be, and hereby each of them is, 
denied. 

To which order of the Commission 
denying the said applications, the said 
applicants each then excepted, here now 
except and their exceptions here are 
noted of record. 
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[Order No. 2376; No. 3135.] 


Interstate commerce, § 61 — Jurisdiction of state Commission — Railroad station. 
The sole question which a state Commission is called upon to decide ot 


which it may lawfully inquire into, upon an application for approval of 
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plans and specifications for a railroad depot to be substituted for a union 
station now used, is the adequacy of the station and its accessibility for the 
purpose which it is intended to serve, if the application is by an interstate 
railroad which has been authorized by the Interstate Commerce Commis- 
sion to abandon tracks leading to the present station; and the state Com- 
mission cannot afford relief to persons urging that a union station serving 
all lines entering the city would be advantageous. 


[October 17, 1939.] 
FS pacer ene by interstate railroad for approval of plans and 
Specifications for new passenger and freight depot; 
approval granted. 


By the Commission: The Texas 
and Pacific Railway Company, some- 
times hereinafter referred to as ap- 
pliant, is a common carrier of 
freight and passengers, by railroad, 
operating in interstate commerce in 
the states of Arkansas, Louisiana, 
and Texas, as well as intrastate com- 
merce in the several states named. 
The second largest community in 
Louisiana served by it is Shreveport; 
and this proceeding is based upon an 
application filed with this Commis- 
sion on January 24, 1939, in which it 
seeks approval of plans and specifica- 
tions for a new passenger station 
which it proposes to erect at Shreve- 
port. The proposal also contemplates 
certain changes in the present freight 
facilities, but as there is no objection 
urged to the rearrangement of the 
freight facilities, and the plans there- 
for are on their face in the interest 
of both applicant and the public, that 
phase of the matter will require no 
discussion in this opinion and order. 

Prior to August 1, 1897, applicant 
operated its passenger trains in and 
out of its own station in Shreveport, 
this station being located at approxi- 
mately the site on which it proposes 
to build the structure under consid- 
eration here. As of that date it aban- 
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doned the use of that site as a pas- 
senger terminal, and since then its 
trains have used the passenger station 
of the Kansas City Southern Rail- 
way, sometimes referred to as a union 
station. This so-called union station, 
in addition to serving the owning line 
Kansas City Southern Railway, is ten- 
anted by the Yazoo and Mississippi 
Valley Railroad Company and the 
Texas and New Orleans Railroad 
Company. The applicant, in reach- 
ing this station, utilizes under con- 
tract an aggregate of 2.20 miles of 
main line track of the Texas and New 
Orleans and the Kansas City South- 
ern Railroads, this segment forming 
a necessary connection with appli- 
cant’s main line in reaching the sta- 
tion. 

On September 22, 1937, applicant 
filed with the Interstate Commerce 
Commission a petition, designated as 
Finance Docket No. 11790, in which 
it sought authority to abandon the use 
of the 2.20 miles of trackage used 
under contract. The application was 
filed under paragraphs (18), (19), 
and (20) of § 1 of the Interstate 
Commerce Act, as amended. In or- 
der, to clearly define the jurisdictional 
question as between this Commission 
and the Interstate Commerce Com- 


31 P.U.R.(N.S.) 





LOUISIANA PUBLIC SERVICE COMMISSION 


mission, which will be hereinafter re- 
ferred to, we think it well to quote the 
pertinent parts of the sections of the 
act mentioned: 

“No carrier by railroad subject to 
this chapter shall abandon 


all or any portion of a line of railroad, 
or the operation thereof, unless and 
until there shall first have been ob- 
tained from the Commission a certifi- 
cate that the present or future public 
convenience and necessity permit of 
abandonment.” 


such [Section 1 
(18).] 

“The Commission shall have pow- 
er to issue such certificate as prayed 
for or to issue it for a por- 
tion or portions of a line of railroad, 
or extension thereof, described in the 
application, or for the partial exer- 
cise only of such right or privilege, 
and may attach to the issuance of the 
certificate such terms and conditions 
as in its judgment the public con- 
venience and necessity may require. 
From and after issuance of such cer- 
tificate, and not before, the carrier by 
railroad may, without securing ap- 
proval other than such certificate, 
comply with the terms and conditions 
contained in or attached to the issu- 
ance of such certificate, and proceed 
with the construction, operation, or 
abandonment covered thereby.” [Sec- 
tion 1 (20).] (Italics by the Com- 
mission. ) 

In Colorado v. United States 
(1926) 271 US 153, 162, 70 L ed 
878, 46 S Ct 452, the Supreme Court 
of the United States held that a car- 
rier subject to the act, having ap- 
plied to and procured from the Com- 
mission a certificate of public con- 
venience and necessity, becomes en- 
titled to act thereunder, any state 
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statute or constitutional provision to 
the contrary notwithstanding. 

In compliance with the law the 
Interstate Commerce Commission 
served upon this Commission a copy 
of the application and a copy of the 
return to the questionnaire filed by 
the applicant; and, in behalf of the 
city of Shreveport and its citizens this 
Commission requested that formal 
hearing be held thereon. This hear- 
ing was had at Shreveport on Janu- 
ary 24, 1938. 

As a strict matter of law the only 
question before the Interstate Com- 
merce Commission in Finance Docket 
11790 to be determined was as to 
whether the present and future public 
convenience and necessity required 
the continued operation by applicant 
over the 2.20 miles of track of other 
railroads, in the use of the so-called 
present union station by the Texas 
and Pacific, the very nature of the 
proceeding, however, brought into 
issue the reasonable adequacy of the 
station proposed to be erected by the 
applicant and its accessibility to the 
traveling public. That case was de- 
cided by the Interstate Commerce 
Commission on February 28, 1938, 
224 Inters. Com. Rep. 589, 590; and 
some of its observations in respect of 
that phase of the subject are of in- 
terest. Speaking of the site of the 
proposed station, the order recites 
that: 

“That site is located on a main line 
of the applicant, which line directly 
connects with all of the applicant's 
main lines in Shreveport. The pro- 
posed depot is to be a modern and 
efficient structure of convenient ac- 
cess, suited to the proper accommo- 
dation of the applicant’s passengers 
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traveling to and from Shreveport. 
;The Kansas City Southern station 
and the one the applicant proposes to 
construct and use are comparably 
situated with respect to distance from 
the principal business district and the 
leading hotels of Shreveport, the ad- 
vantage, if any, being with the pro- 
posed site, which is somewhat closer 
to the principal hotels. . . . The 
applicant operates six trains into and 
out of Shreveport daily, although 
none of them originates or terminates 
there. The use of the proposed depot 
will eliminate the present hazard of 
backing trains approximately 1.5 
miles down a 1 per cent grade, neces- 
sary to enable them to reach the depot 
now used, and will avoid the several 
stops required in transferring the 
trains between differently owned 
lines, with the result that approxi- 
mately thirty minutes less time will 
be required for the operation of each 
of these trains into and out of Shreve- 
port. 

“The question of the construction 
of a union station at Shreveport has 
been under consideration at various 
times for the past fifteen to eighteen 
years, but apparently at no time could 
the railroads serving the city reach an 
agreement. The applicant’s proposal 
to construct its own station has re- 
vived the question. The mayor in- 
vited the presidents or authorized 
representatives of all of the carriers 
serving the city, except, by inad- 
vertence, the St. Louis Southwestern, 
to meet in his office to discuss the mat- 
ter. He explained to those repre- 
sentatives the desire of the city of 
Shreveport for a union station, and 
that if they found a union station 
would not be feasible, the city desires 


two new stations to replace the Kan- 
sas City Southern station and the 
Louisiana & Arkansas Railway sta- 
tion, which is used also by the St. 
Louis Southwestern Railway. His 
testimony is that everyone present 
agreed to cooperate in an effort to 
select a site for and to construct a 
union station. He now asks that ac- 
tion on the application herein in- 
volved be deferred for a period of 
120 days, pending further effort on 
the part of the six railroads serving 
the city to agree in the selection of a 
site and the construction of a union 
station. If, at the expiration of that 
period, the city officers are satisfied 
that such an effort has been made and 
the carriers cannot come to an agree- 
ment, the city will withdraw its ob- 
jection to the construction of a pas- 
senger station by the applicant. The 
Louisiana Public Service Commis- 
sion endorsed the mayor’s request. 


“The record shows that the appli- 
cant’s proposals will result in operat- 
ing economies, and in better service 
than it now affords to the public, and 
that, under the circumstances, con- 
tinued joint use by it of the present 
facilities would impose an unneces- 
sary burden upon it and upon inter- 
state and foreign commerce.” 

Thereafter, on February 28, 1938, 
supra, the Interstate Commerce Com- 
mission issued its formal certificate 
of public convenience and necessity to 
the Texas and Pacific Railway Com- 
pany, granting in all respects the re- 
lief prayed for. It did, however, 
attach to the certificate a condition 
that the applicant should not com- 
mence the construction of its pro- 
posed depot in Shreveport prior to 
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June 1, 1938. The record discloses 
that in the interim between the ef- 
fective date of the ICC certificate of 
convenience and necessity, June 1, 
1938, and the date of the filing of the 
application with this Commission, 
January 24, 1939, numerous and ex- 
tended efforts were made by all par- 
ties at interest to effect an adjust- 
ment of the situation which would 
meet the needs and requirements of 
applicant and the other railroads 
serving Shreveport and at the same 
time permit of the construction of a 
central or union station, but these ne- 
gotiations were without success. 

We have hereinabove quoted from 
the sections of the Interstate Com- 
merce Act, as amended, those parts 
which relate to the issuance of cer- 
tificate of convenience and necessity 


by the Interstate Commerce Commis- 


sion in circumstances such as are 
present here. We have also quoted 
from a decision of the Supreme Court 
of the United States in which it held 
that, as to carriers by railroad in in- 
terstate commerce, a carrier holding 
such a certificate may proceed to act 
thereunder, within its terms and pro- 
visions, without regard to any state 
or other authority. From this it fol- 
lows that the sole question which we 
are called upon to decide or which we 
may lawfully inquire into, is the ade- 
quacy of the station which the Texas 
and Pacific Railway Company pro- 
poses to erect at Shreveport and its 
accessibility for the purpose which it 
is intended to serve. By this observa- 
tion it is not intended to imply that 
there is not a division of sentiment 
among the citizens of Shreveport pro 
and con with respect to the desirabil- 
ity of a union station. To the con- 
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trary, there is a pronounced division 
of opinion on that score. The mayor 
and certain other interests, including 
one of the Shreveport newspapers 
and affiliated interests advocate a 
union station. The chamber of com- 
merce, many of the labor organiza- 
tions of the city, and other individual 
citizens, appeared in support of the 
proposal of the applicant. 

The matter came on for final hear- 
ing before the Commission at Shreve- 
port on September 26, 1939, before 
the entire Commission. Mr. J. L. 
Lancaster, president of the applicant 
company, was principal witness in its 
behalf. Mr. Lancaster referred to 
the operating disabilities encountered 
in the use of the present union depot, 
described in some detail the location 
and physical characteristics of the 
proposed structure, and briefly re- 
ferred to the financial savings to be 
effected through the use of the pro- 
posed facility. It is testified that in 
the year 1938 the applicant paid to 
the owner of the station presently 
used by it $49,184, which included 
approximately $11,000 for trackage 
rights necessary to reach the station, 
as heretofore referred to. This wit- 
ness estimates the annual net savings 
to the applicant through the use of its 
own station at $23,384. 

The plans of the proposed structure 
disclose that there is a net floor area 
of approximately 1,550 square feet 
in the main waiting room for white 
passengers as compared with 1,720 
square feet at the present union sta- 
tion if it were rearranged as proposed 
by the owning line during the pend- 
ency of the negotiations looking to 
the continued use of that depot by the 
applicant, which negotiations failed. 
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We summarize the testimony of 
the witness, Somdal, associated with 
the firm of architects who prepared 
the plans and specifications for the 
proposed depot: “The station is to be 
built on the site of the applicant’s 
presently owned lands on the south 
side of Market street, one of the 
major streets of the city, between 
Caddo and Cypress streets, four 
blocks from Texas street, the axial 
street of the main business area. The 
main building will be set back from 
the property line of Market street, 
having a frontage of 76 feet and a 
depth of 66 feet. It is proposed to 


move the curb line of the sidewalk 
along the front of the station back to 
the property line, thus adding 15 feet 
to the present width of Market street, 
increasing this width from 58 to 73 
feet, thus avoiding or minimizing any 


interference with through vehicular 
street traffic. The design calls for a 
steel frame main building, of modern 
and fireproof construction, two stores 
in height, or 38 feet high above the 
sidewalk line. The exterior walls 
are to be of smooth finish limestone 
with granite base. The main white 
waiting room, as stated, is to have a 
total floor area of approximately 1,- 
550 square feet, and the main colored 
waiting room will have approximate- 
ly 1,000 square feet of area. Provi- 
sion is made for the usual accessories 
of a modern station such as toilet fa- 
cilities, telegraph, telephone, and 
news stand installations, etc. Air 
conditioning is provided for, and 
suitable parking facilities for taxi- 
cabs and private vehicles will be avail- 
able. Between the waiting rooms and 
tracks the plans call for a covered 
concourse 66x 40 feet, with a cov- 
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ered arcade extension to the Market 
street curb line. The plans likewise 
call for a sheltered train platform ex- 
tending in a southerly direction from 
the concourse, 16 feet wide and 850 
feet long, between the two passenger 
tracks. A separate one story brick 
building, suitably located with rela- 
tion to the main structure, is to be 
provided for the handling of mail, 
baggage, and express. The second 
floor of the main building is to accom- 
modate officials and employees of the 
applicant. In general, the structure 
is one of harmonious and pleasing de- 
sign, and, granted that it is adequate 
and suitably located, we can conceive 
of no reason why it should not for the 
present and for the future, assuming 
any reasonable and to be hoped for 
increase in traffic, amply serve the end 
for which it is designed. 

It does not appear that any good 
purpose will be served by discussing 
the matter in further detail. The 
mayor of Shreveport does not attack 
the proposed structure either from 
the standpoint of adequacy or suit- 
ability of site; but does strongly urge 
his convictions that a union station, 
serving all lines entering the city, 
would be to the advantage of all. 
For the purposes of this discussion 
we may concede that, but we are pow- 
erless under the circumstances in- 
volved in this case to afford the 
mayor and the interests supporting 
his position the relief they desire. 

In the light of all of the facts and 
conditions disclosed and within the 
personal knowledge of the Commis- 
sion through careful inspection of the 
physical aspects of the situation, we 
are of the opinion that the depot as 
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proposed to be constructed by the ap- 
plicant is reasonably adequate and 
sufficient to meet the demands up- 
on it; and that the site on which it 
is proposed to be built is suitable for 
the purpose to which it is intended to 
be put. The operating and financial 
advantages to accrue to the applicant 
through the proposed construction, as 
hereinabove referred to, are self-evi- 


this Commission by the Texas and 
Pacific Railway Company for the 
construction of a passenger depot at 
Shreveport, La., be, and the same 
are hereby, approved, subject to such 
minor changes and modifications as 
may be required by the architect, 
contractor, or the said Texas and 
Pacific Railway Company in the final 
execution of said plans; and the 


Texas and Pacific Railway Company 
is hereby authorized to proceed with 
the construction of said passenger 
station at Shreveport, Louisiana. 


dent and require no discussion. The 
premises considered, it is 

Ordered, that the general plans and 
specifications heretofore filed with 





WASHINGTON SUPREME COURT 


Consolidated Freight Lines, Incorporated 
et al. 


Vv 


Department of Public Service et al. 


[No. 27672.] 
(— Wash —, 94 P(2d) 484.) 


Appeal and review, § 22 — Moot question — Changed conditions. 

1. An appeal from an order of the Commission suspending the licenses of 
trucking companies to operate for failure to deliver freight to a hotel where 
a strike was in progress, because their drivers had been forbidden by the 
local manager of the labor union to cross the picket line at the hotel, did 
not present a moot question by reason of the fact that the managing agent 
of the union in question permitted the trucks to cross the picket line a 
few days before the hearing before the Commission, p. 188. 


Service, § 143 — Duty to serve — Strikes. 

2. The provision in the tariff of trucking companies releasing them from 
picking up and delivering freight at locations from and to which it is im- 
practicable to operate trucks on account of strikes, did not release such com- 
panies from their obligation to deliver freight to a hotel at which a strike 
was in progress, when at the picket line there was no violence or disturb- 
ance of any kind and no one passing through the line was molested in 
any way; the word “impracticable” as used in such tariff clearly referred 
to the condition at the picket line, p. 188. 
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3 and 

r the Service, § 143 — Duty to serve — Strikes. 

ot at 3. A trucking company, being a common carrier, had the duty to send its 

same trucks through a picket line to pick up and deliver freight at a hotel at 

suek which a strike was in progress, notwithstanding that the local manager 
of the labor union had forbidden such company to permit its drivers to go 

AS as through the picket line, there being no violence or molestation at the line, 

Litect, p. 188. 

and [October 11, 1939.] 

final Form from judgment affirming Commission order suspend- 

the ing carrier's permit but providing such suspension should 

peny not become operative if they should furnish service to a cer- 

with tain hotel; affirmed. For decision by Commission, see 27 

ie il PUR(NS) 14. 


1. 
¥ 
APPEARANCES: James A. Brown tel which had its origin both in intra- 
and Lloyd E. Gandy, both of Spokane, state and interstate commerce. 
for appellants; G. W. Hamilton, At- In August, 1937, a strike of its laun- 
torney General, and Don Cary Smith dry workers was called at the Daven- 
and Joseph Starin, both of Olympia, port hotel, and a picket line was 
for respondent Department of Public thrown around the hotel. After this 
Service; Randall & Danskin, of Spo- was done, the local manager of the 
kane, for respondent Davenport Hotel. Teamsters’ Union served notice on 
each of the appellants, to the effect that 
Main, J.: This is an appeal from they would not be allowed to make de- 
a judgment of the superior court af- liveries or pickups of freight or bag- 
firming an order of the state Depart- gage at the hotel. All the operators of 
ment of Public Service. the appellants’ motor trucks were 
All of the appellants are now, and members of the Teamsters’ Union. 
at all times in this action mentioned The local manager told the appellants 
were, common carriers of freight in that, if they permitted the trucks to 
this state, authorized by the Depart- go through the picket line, or dis- 
ment of Public Service to haul freight charged any of their employees for re- 
by motor vehicle. The Davenport fusal to go through, he would call a 
hotel is the principal hotel in the city strike of all of the employees of the 
of Spokane. In the course of its busi- appellants who belonged to the Team- 
ness, it had a large amount of freight ters’ Union. After this, the trucks 
and baggage moving to and from its of the appellants did not go through 
place of business, both intrastate and the picket line, though other trucks 
interstate. Each of the appellants was constantly did. At the picket line, 
serving the hotel in the capacity of there was no violence or disturbance 
picking up freight or baggage at its of any kind, and no one passing 
place of business and delivering it any- through the line was molested in any 
where in this state or in the regular way. The only reason that the ap- 
channels of interstate commerce, and pellants refused to send their trucks 
each was delivering freight to the ho- through the line was that the local 
187 31 P.U.R.(N.S.) 
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managing agent of the Teamsters’ 
Union told them that, if they did, he 
would call a strike of the members of 
the union. 

This condition obtained for some 
time and until the hotel filed a com- 
plaint with the Department on Octo- 
ber 15, 1938. On the same day, the 
Department set the matter for hearing 
for October 28, 1938. Three or four 
days prior to the hearing, the local 
managing agent told the appellants 
that they could send their trucks 
through the picket line. Sometime 
prior to this, the local agent had re- 
leased the ban so far as interstate com- 
merce was concerned. A hearing was 
had before the Department, and re- 
sulted in an order suspending the per- 
mit, under which each one of the ap- 
pellants operated, for a period of thirty 
days, but provided that such suspen- 
sion should not become operative dur- 
ing the continued compliance by the 
appellants with the provision of the 
law and of the order. From this or- 
der, the appellants took the case to the 
superior court for review. After a 
hearing there, the order of the De- 
partment was affirmed, and it is from 
this order that the appeal was prose- 
cuted. 

[1] Upon the appeal, two questions 
are presented: first, whether the ac- 
tion had become moot, and, second, 
whether the tariff published by the ap- 

ellants, approved by the department, 
and in effect during the time the ap- 
pellants refused to go through the 
picket line, exempted them from serv- 
ing the hotel, under the circumstances. 
If the question has become moot, it is 
solely by reason of the fact that a few 
days before the hearing in the Depart- 
ment, the managing agent of the 


Teamsters’ Union permitted the trucks 
to cross the picket line. This action 
on the part of the manager of the 
union fell far short of making the 
question on the merits moot. Baasch 
v. Cooks Union, Local No. 33 (1918) 
99 Wash 378, 169 Pac 843; Fornili 
v. Auto Mechanics’ Union Local No, 
297 (1939) — Wash —, 93 P(2d) 
422. 

[2] Upon the merits, if the appel- 
lants were exempt from crossing the 
picket line, it is by reason of a provi- 
sion in the tariff under which they 
were operating. This provision is as 
follows: “Impractical Operation: 
Nothing in this tariff shall be con- 
strued as making it binding on carriers 
to pick up and/or deliver freight at 
locations from and to which it is im- 
practicable to operate trucks on ac- 
count of conditions of highways, 
roads, streets, or alleys, or because of 
riots or strikes, or when loading or 
unloading facilities are inadequate.” 

If the appellants were excused by 
this provision, they must rely solely 
upon the contention that, under the 
statement in the tariff, it was imprac- 
tical to operate the trucks because of 
the strike. ‘“Impractical,” as used in 
this tariff, clearly refers to the condi- 
tions at the picket line, and, as already 
pointed out, the conditions there were 
not such as to make it impractical for 
the trucks to pass through. 

[3] The question then arises wheth- 
er the appellants were excused by rea- 
son of the law. They being common 
carriers, it was their duty, under the © 
facts and circumstances of this case, 
to send their trucks through the picket 
line. 13 C. J..5., Carriess, p. 407, 
§ 202; Moore on Carriers, 2d Ed., 
Vol. 1, p. 124; Chicago, B. & Q. R. Co. 
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CONSOLIDATED FREIGHT LINES, INC. v. DEPT. OF PUB. SERVICE 


y. Burlington, C. R. & N. R. Co. 
(1888) 34 Fed 481; Burgess Bros. 
Co. v. Stewart (1920) 112 Misc 347, 
184 N Y Supp 199. 


The judgment will be affirmed. 


Blake, C. J., and Millard, Robinson, 


and Simpson, JJ., concur, 





COLORADO SUPREME COURT 


L. A. Mayer et al. 


Vv 


Public Utilities Commission et al. 


[No. 14590.] 
(— Colo —, 94 P(2d) 125.) 


Statutes, § 4 — Separable provisions — Validity — Time limitation for review. 


1. A provision fixing a period of limitation within which application for 
review of a Commission order must be interposed, included in a statute 
containing unconstitutional provisions as to original jurisdiction of a certain 
court, is severable from, does not depend upon, and is not related to, the 
provisions concerning jurisdiction, and the portion of the act concerning 
limitations is not invalid because of such unconstitutionality, p. 190. 


Appeal and review, § 79 — Time limitation. 
2. The district court properly quashed a writ of certiorari to review a 
Commission order refusing to authorize the transfer of a certificate, where 
an application for judicial review was not filed within thirty days after the 
Commission had denied application for rehearing, p. 190. 


[September 11, 1939.] 


( N BANC. APPEAL from judgment quashing writ of certiorari 
to review Commission order refusing to authorize transfer 
of certificate; affirmed. 


APPEARANCES: Marion F. Jones 
and John P. Beck, both of Denver, for 
plaintiff in error; Byron G. Rogers, 
Attorney General, James J. Patterson, 
Assistant Attorney General, for de- 
fendant in error Public Utilities Com- 
mission; Wilbur F. Denious, Hudson 
Moore, and Dayton Denious, all of 
Denver, for defendants in error Col- 
orado Transfer & Warehousemen’s 


Assn. and Weicker Transp. Co. ; Rob- 
ert L. Wood and Lawrence M. Wood, 
both of Denver, for defendant in er- 
ror Motor Truck Common Carriers’ 
Assn. 


Hixirarp, C. J. A writ of review 
or certiorari directed by the district 
court to the Public Utilities Commis- 
sion on motion was quashed. 
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Plaintiffs in error Mayer and Swift 
Moving and Storage Company were 
the owners of a certificate of conven- 
ience and necessity issued by the Pub- 
lic Utilities Commission permitting 
transportation of commodities for hire 
over and upon the public highways of 
the state. This certificate was sold 
to plaintiff in error Custard Coal and 
Timber Company. Plaintiffs in error 
united in an application to the Public 
Utilities Commission for transfer of 
the certificate to the Custard Company, 
which was not granted, and August 
18, 1937, their petition for rehearing 
was denied. Application for writ of 
review or certiorari in relation to that 
decision was filed in the Denver dis- 
trict court, September 21, 1937, on 
which writ issued May 6, 1938. May 
13, 1938, defendants in error moved to 
quash the writ of review on the ground 
that the petition had not been filed 
within thirty days after the Com- 
mission had denied application for re- 
hearing, required, as said, by § 52, 
Chap. 137,’35, CSA. That section of 
the statute provided for court review 
of the action of the Public Utilities 
Commission, but application for. such 
review was required to be within thirty 
days after denial of rehearing by the 
Commission. The same statute un- 
dertook to require all such applications 
to be made directly to the supreme 
court, and forbade other courts to act 
relative thereto. In Clark v. Denver 
& I. R. Co. (1925) 78 Colo 48, PUR 
1926B, 33, 239 Pac 20, we held that 
in so far as the statute attempted to 
confer original jurisdiction upon the 
supreme court, it was unconstitution- 
al; and in Greeley Transp. Co. v. Peo- 
ple, 79 Colo 307, PUR 1926D, 433, 
245 Pac 720, we decided that the por- 
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tion of the act which attempts to de- 
prive the district court of jurisdiction 
in such matters is unconstitutional. 
[1, 2] In addition to essaying to 
confer original jurisdiction upon the 
supreme court in the matter of review 
of decisions of the Public Utilities 
Commission, and to preclude the dis- 
trict court therein—judicially nullified 
as stated—the general assembly fixed 
a period of limitation within which ap- 
plication for review must be inter- 
posed ; namely, thirty days. It is con- 
tended by plaintiffs in error that since 
the provisions of the act relative to 
court jurisdiction have been declared 
to be unconstitutional, it follows that 
the portion of the act concerning lim- 
itation likewise is invalid. We are not 
of that view. Clearly, the general as- 
sembly was endeavoring to expedite 
the procedure contemplated by the en- 
tire act, and to that end the limitation 
relative to judicial review was made a 
feature of the law. That part of the 
act which would have conferred orig- 
inal jurisdiction upon the supreme 
court in the matter of judicial review, 
while unconstitutional, as we have 
seen, emphasizes, nevertheless, the pur- 
pose of the general assembly to work 
expedition in the determination of 
questions arising out of the adminis- 
tration of the act. We think the lim- 
itation feature of the statute is sever- 
able from, does not depend upon, and 
is not related to, the provisions con- 
cerning the jurisdiction of courts. In 
Fleming v. McFerson (1933) 94 Colo 
1, 28 P(2d) 1013, 1016, the opinion 
being delivered by Mr. Justice Butler, 
we said: “In Clark v. Denver & I. R. 
Co. (1925) 78 Colo 48, PUR1926B, 
33, 239 Pac 20, we held that the provi- 
sion seeking to impose such original 
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jurisdiction upon this court was un- 
constitutional and void. And in Greeley 
Transp. Co. v. People, 79 Colo 307, 
PUR1926D, 433, 245 Pac 720, we 
held that the provision attempting to 
deprive district courts of jurisdiction 
was unconstitutional and void. That 
left the act without any provision for 
a review by a court, but we held that 
such omission did not render the 
whole act void, as the district court, 
under the powers conferred upon it by 
the Constitution, has jurisdiction to 
review a decision of the Commission.” 
The foregoing is a fair summary of 
the doctrine to be deduced from the 


Clark and Greeley Transportation 
Company Cases, supra. See, also, 
Public Utilities Commission v. Love- 
land (1930) 87 Colo 556, PUR 
1931A, 212, 289 Pac 1090. It follows 
—and that was the view of the trial 
judge—that since the petiton for re- 
view was not filed in the district court 
within thirty days after denial of the 
application for rehearing by the Pub- 
lic Utilities Commission, judicial re- 
view of the latter’s acts in this proceed- 
ing is barred. 
Let the judgment be affirmed. 


Bouck, J., not participating. 





FLORIDA SUPREME COURT 


St. Andrews Bay Transportation Company 


Jerry W. Carter et al. 


(— Fla — 190 So 788.) 


Certificates of convenience and necessity, § 169 — Implied denial of application. 


1. The granting of a certificate to one of two applicants constituted in 
effect a denial of the other application where both applications covered the 


same or parallel routes, p. 192. 


Certificates of convenience and necessity, § 169 — Compliance with Commission 


order. 


2. The Commission acted within its power and authority in concluding that 
compliance with conditions precedent to the issuance of a certificate on 
January 4, 1939, was a substantial compliance with its order of December 1, 
1938, extending the time for compliance thirty days, p. 192. 


[August 1, 1939.] 


| ene for rehearing of proceeding in which order was en- 
tered denying writ of certiorari to the Commission; denied. 


¥ 


APPEARANCES: John H. Carter anna, and Keen & Allen and A. Frank 
and John H. Carter, Jr., both of Mari- O’Kelley, Jr., both of Tallahassee, for 
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petitioner; Leroy Collins and W. P. 
Shelley, Jr., both of Tallahassee, for 
respondents. 


Per Curiam: On June i4, 1939, 
order was entered denying writ of 
certiorari to the Railroad Commission 
in this cause. 

Petition for rehearing has been filed 
suggesting that the court has over- 
looked and failed to consider certain 
pertinent facts disclosed by the record. 

The court has not overlooked any of 
the matters referred to. 

The record shows that on December 
16, 1937, application was pending be- 
fore the Railroad Commission by Em- 
erson as Receiver of Alabama and 
Western Florida Railroad Company 
(later succeeded by John B. Glenn) 
and another petition by St. Andrews 
Bay Transportation Company was also 
pending, the two applications covering 
the same or parallel routes. 

[1, 2] Testimony was taken and 
certificate of public convenience and 
necessity was granted the Receiver of 
Alabama and Western Florida Rail- 
road Company. The granting of this 
certificate was, in effect, denial of the 
application of St. Andrews Bay 
Transportation Company. 

The record shows that certificate 
was granted upon certain conditions 
named ; that the receiver did not com- 
ply with the conditions precedent to 
obtaining his certificate and on July 
18, 1938, upon the application of the 
receiver, the Commission granted him 
an extension of ninety days. He 
failed to comply therewith within the 
90-day period allowed and on De- 
cember 1, 1938, the Commission de- 
clined to grant the application for ad- 
ditional extension of ninety days but 


31 P.U.R.(N.S.) 


granted the petitioner thirty days 
which was to expire on December 30, 4 
1938. That he did not comply with 
the conditions on December 30th, but 
did comply with all conditions prece- 
dent on January 4, 1939, and on that 
date the Railroad Commission issued 
the certificate of public convenience 
and necessity. 

There is no contention that the Rail- 
road Commission did not have the 
power to grant additional time within 
which the applicant or petitioner could 
comply with the conditions precedent 
to the issues of certificate of public 
convenience and necessity. There is 
no showing in the record that the St. 
Andrews Bay Transportation Com- 
pany renewed its application for cer- 
tificate at any time after the granting 
of certificate of public convenience 
and necessity to receiver of Alabama 
and Western Florida Railroad Com- 
pany on December 16, 1937. 

Our view is that the Railroad Com- 
mission acted within its power and au- 
thority in concluding that the compli- 
ance with the conditions precedent to 
the issuance of certificate of public 
convenience and necessity on January 
4, 1939, was a substantial compliance 
with its previous order extending the 
time for compliance thirty days. 

For the reasons stated, petition for 
rehearing is denied. 


So ordered. 


Terrell, C. J., and Whitfield, Bu- 
ford, Chapman, and Thomas, JJ., con- 
cur. 


Brown, J., not participating as au- 
thorized by § 4687, Compiled Gener- 
al Laws of 1927, and Rule 21-A of 
the rules of this court. 
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lependability comes first 


n telephome service ... 
md Exide Batteries alike 


EAVY with ice and whipped by 
wind, the telephone wires held fast 
while the highways grew too treacherous 
for travel. But when wires finally parted 
in a vicious gust, they had hardly reached 
ground before a repair crew was on its way. 
Dependability is a telephone tradition 
.. earned and maintained in the face of 
every kind of difficulty and disaster. It 
is a sure result of the high standards of 
personnel and equipment for which the 
nation’s telephone companies are known. 
In normal routine and in emergencies 
alike, no articles of telephone equipment 
have a prouder record of dependability 
than Exide Batteries. They are a reliable 
teservoir of power for emergencies, and 
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at all times help to maintain the highest 
standards of clear, quick service. 

This same unfailing dependability has 
characterized the performance of Exides 
in every field of storage battery applica- 
tion for over fifty years. Undoubtedly 
this explains why they’re used so widely 
by the nation’s leading utility companies 
for any service demanding a storage 
battery. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufac- 
turers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, 
Limited, Toronto 


Exide 


BATTERIES 
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“ip Industrial Progress 


Ls Selected 


information about manufacturers, 


new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Ohio Edison Company to Spend 
$6,550,000 for Expansion 


ONSTRUCTION program of additions and 

expansion to property this year involv- 
ing expenditures of approximately $6,550,000 
will be the largest program since 1930 and 
will exceed the 1939 program expenditures 
by about $3,400,000, according to A. C. Blinn, 
president, Ohio Edison Company. 

Of the total expenditures, about $2,700,000 
will be used for enlargement of company’s 
steam generating plant at Toronto, Ohio, on 
the Ohio river, $2,000,000 in the Akron divi- 
sion, $1,400,000 in the Youngstown division 
and $450,000 in the Springfield division. 

The expenditure at Toronto, the largest of 
the company’s steam generating plants supply- 
ing electric power to the Akron and Youngs- 
town areas, includes the installation of a new 
35,000 kilowatt steam turbine generator and 
other equipment. 

Approximately $3,500,000 of the $6,550,000 
of new capital outlay will be invested in the 
company’s three divisions for such items as 
transmission lines, distribution lines, substation 
improvements and installation of meters, trans- 
formers, poles, fixtures and services to cus- 
tomers premises. 


Electric Heating Catalog 
Published by Acme 


FN pncied illustrated 83 x 11 in. catalog, 64 pages 
and cover, has been issued by Acme Elec- 
tric Heating Co., Boston, describing the com- 
pany’s complete line of electric heating appli- 
ances, resistance and control equipment for 
mechanical and domestic uses. 


NEW SILEX MODEL 


HE new Royal Electric 

Model Silex Glass Coffee 
Makers have combination 
high-low elements on _ all 
ports, which increase the cof- 
fee serving capacity and give 
greater operating flexibility. 
They are available in 2, 3, 
and 4 unit sizes, and are 
priced from $19.95, complete 
with glassware (Pyrex 
brand). 
Complete information may 
be secured from The Silex 
Co., Hartford. 


FEB. 1, 1940 


The publication lists the advantages of the 
Acrom Cast-X electric heating element de. 
veloped and perfected by Acme engineers, 
This heating element, it explains, has desirable 
characteristics for long life, efficient, economi- 
cal service; hermetically sealed, completely 
hydroscopic and immune to hotspots and oxida- 
tion, acid fumes, liquids, and fire hazard, and 
unaffected by spillage. 

The Acme line includes hotplates, test equip- 
ment, ovens, automatic toasters, griddles, 
broilers, and food service equipment, radiators, 
recirculating unit heaters, space heaters, im- 
mersion heaters, melting pots, electric irons, 
various types of resistors, rheostats, thermo- 
stats and miscellaneous electric heating devices. 

Copies of the new Acme catalog No. E-40 
may be obtained by writing to Acme Electric 
Heating Co., 1217 Washington St., Boston. 


G-E Reduces Range Prices 


Gus reductions in prices of electric ranges, 
ranging from $10 to $75, were announced 
by officials of the General Electric Company 
at a recent sales meeting for dealers held in 
Bridgport. 

An appliance sales increase of 20 per cen! 
for the coming vear was predicted. 


R. C. Norberg Elected President 
Electric Storage Battery Co. 


T a recent meeting of the Board of Directors 
Asi The Electric Storage Battery Com- 
pany, manufacturers of Exide batteries, John 
R. Williams announced his retirement as 
president. R. C. Norberg, vice-president and 
general manager, was elected president and 
general manager. 
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Rate Changes! 








of the 
it de- 
neers, 
irable 
nomi- 
dletely 
oxida- 
1, and 


THE ONE-STEP METHOD 


equip- 
ddles, 
ators, 
3, im- 
irons, 
ermo- 
Vices, 

E-49 
ectric 
oston. 


es 


Anges, 


we ‘OF BILL ANALYSIS 


ld in 


- cent R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
Jent control. At the same time—through this single operation—the bill count for 
0 each kw.-hr. step is made by the electrically controlled accumulating registers. 
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need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Chicago Detroit Montreal Toronto 
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The company enjoyed nationally a 65 per cent 
increase in refrigerator volume in 1939 and 
predictions were made that the current year 
would witness a further gain. 

In addition to cutting range prices, the com- 
pany announced that it would introduce about 
the middle of the year a new automatic wash- 
ing machine, competitive with the Bendix 
home laundry. The price has not yet been 
established. An electric dryer was shown at 
$129.95, less than half the price at which a 
somewhat similar machine sold a few yearsago. 


S. G. Eskin New Director of 
Robertshaw Laboratory 


HE Robertshaw Thermostat Company, 
‘Youngwood, Pa., recently appointed S. G. 


Eskin as director of the new Robertshaw Re- 
search Laboratory in Pittsburgh. 


t 2A 
S. G. Esxin, Director 
Robertshaw Research Laboratory 


Mr. Eskin was formerly chief engineer of 
the American Thermometer Company, St. 
Louis; also former research engineer of the 
Edison Electric Appliance Company, Chicago, 
from which position he was appointed director 
of the Robertshaw Research Laboratory. He 
holds a Bachelor of Science degree from the 
Massachusetts Institute of Technology and a 
Master of Science degree from Northwestern 
University. He has had wide experience with 
electrical and gas appliances and their prob- 
lems of proper temperature control. 


Sprague Offers Combination 
Meter and Regulator 


T HERE has been a trend during recent years 
toward the use of high pressure mains 
and services in both natural and manufactured 
gas distribution systems. This has been done 
to reduce the size of mains and the initial 
lines’ investment, especially in the more thinly 
populated districts and thereby enabling gas 
distribution companies to serve prospective 
customers at more reasonable rates. 

On high pressure systems in the past, it has 
been necessary to install a meter and high 
pressure regulator on each individual service 
as separate units. A new unit developed by 
The Sprague Meter Company combines the 
meter and regulator into a single unit, thus 
further reducing the initial cost and providing 
the gas industry with a small, compact, fire- 
proof, and economical combination meter and 
regulator. This unit also reduces the number 
of pipe joints at which leaks may occur. The new 
unit has proved very successful and already 
has found its place in a fast growing market, 

This unit is now available in the No. 1A 
size, having a capacity of 175 cubic feet per 
hour at one-half inch drop. It will take care 
of inlet pressures from one-half to 150 pounds 
and house-line pressures from two inches to 
nearly one pound. Manufactured in both the 
seal and no seal types, the combination unit 
has the spring adjustment for the outlet pres- 
sure the same as a standard regulator. These 
features make it possible for the combination 
meter and regulator to be used in any gas dis- 
tribution system. 

A great many units also are being used suc- 
cessfully in the bottled: gas field. 


$2,809,905 Expenditure Planned 
by San Diego Gas & Electric 


ewe San Diego Consolidated Gas & Elec- 
tric Company will spend $2,809,905 on 
new construction during 1940, William F. 
Raber, recently announced. 

In need of a source of additional power to 
accommodate San Diego’s increasing popula- 
tion, the company will undertake either of 
two alternatives. At a cost of approximately 
$1,200,000, a new powerhouse will be built 
and a 35,000-kilowatt generator installed, or a 
132,000-volt transmission line will be con- 
structed to extend from the facilities of a 
northern concern to a new substation in Mis- 
sion Valley. 

Electric distribution will be improved at a 
cost of more than $1,000,000, and $360,000 will 
be applied on natural gas and steam distribu- 
tion systems. 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 
Disconnecting Switches 
Heavy Duty Switches 
15 Hathaway St., Boston, Mass. 








FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 
38 N. Canal St., Dayton, 0. 
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_ @ What do you buy in he 
a large quantities? Meters, cable, 
pipe, linesmen’s tools, all down 
suc the line in operating equipment 
quality is the keynote that spells 
will durability and performance. But 
“equal quality” is sometimes hard 
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ge Let E. T. L. help you solve this ——— 
F. difficulty. Give us your specifica- THIs low-cost policy cannot be issued in 
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‘on- | 
M, THE LINCOLN g@ NATIONAL LIFE 
is- a 
INSURANCE (73) COMPANY 
oH FORT WAYNE ‘Sg INDIANA 
“oy | ITS NAME INDICATES ITS CHARACTER 
* According to actuarial experience 
Over 40 years in the Know by Test business MAIL THIS COUPON 
r * THE LINCOLN _ NATIONAL LIFE INSURANCE CO. 
af¥aratde) Testing Dept. UF. 23 Fort Wayne, Indiana 
: .. Please send me full details about your Life Expectancy 
5. La Ne) re) ‘ae. t re) ri e Ss ¢ I) Plan, which provides ample protection at low rates. 
EastEnd Ave.and 79thSt. NewYork. NY A K ; : 
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A FOOLPROOF FORMULA 
FOR DOOR ECONOMY! 


KINNEAR DESIGN (44 STEEL STRENGTH! 


The vertical, coiling operation of Kin- vantages of rugged, all-steel construe 
near Rolling Doors is the key to door tion—its resistance to fire, weather, 
economy because it eliminates the dis- burglary and wear—you have service 
advantages of other types of doors. Kin- doors that will set new records for dv 
near Doors open completely out of the rability and economy in your plant 
way of all door traffic—and that cuts (They’ve been doing it in other plants 
maintenance and repair costs. They coil for more than forty years!) 

compactly overhead, giving you maxi- Kinnear Rolling Doors are built in any 
mum economy of floor and wall space. size, for manual or electrical operation, 
And they save time and effort by clear- and for easy installation in old or nev 
ing the entire door- buildings. Get the com 
way in one quick, plete story of Kinnea 
smooth, easy opera- Door economy in the 


tion. new 1940 catalog 
ROLLIN ° 
When you add the ad- Sennen Write! 


CU60-80 FIELDS AVENUE COLUMBUS, OHIO 
Factories: Columbus, Ohio, and fan Prancisco., Cabifornia 
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gangrene 


..IN) TRANSFORMERS 
Pennsylvania ‘4. improvements 


cost you no more! 





UNI-ROW RADIATORS 


of 13-gauge steel, permanently welded to tank, 
providing easy access for sand-blasting, cleaning 
and painting. 


BALANCED CIRCULAR COILS 


of Helical Low Voltage and Pancake High Voltage 
Type; fully balanced to withstand short circuits. 


STRAIGHT-LINE TAP 
CHANGERS 


operated by rack and gear, an arrangement 
which insures positive position and most reliable 
contact! 


P ennsylvania Transformers are 
delivered completely filled with 
oil, with radiators permanently 
in position, thereby eliminating 
inconvenience of handling oil and 
radiators when transformers are 


ow ey 115 KV POWER TYPE 
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UTILITY REGULATION 


. ASSOCIATION 0 
AND | TILITIES 


Proceedings of 1939 
Convention « 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Comprising 56 State, Federal, and Territorial Regulatory Commissions 


$6.00 


Round-table Discussions and Reports including the following topics: 


Telephone Regulation—Depreciation—Original Cost Requirements of New 
Accounting Classifications — Public Utility Finance — Competitive 
Bidding—New Problems in the Regulation of Motor Carriers— 
Proposed Uniform Rules for Construction and Filing of 
Rates—Valuation—Training of Personnel for Public 
Utility Regulation—These and Others. 


OTHER 1939 PUBLICATIONS OF THE NATIONAL ASSOCIATION NOW AVAILABLE | 
UPON ORDER: 
Report of Committee on Depreciation 
Glossary of Important Electric Rate Terms 
Glossary of Important Gas Rate Terms 
Report of Committee on Statistics and Accounts, Including Memorandum 
on Disposition of Acquisition Adjustment Accounts 
Interpretations of Uniform System of Accounts, Electric Utilities, E-2 
Interpretations of Uniform System of Accounts, Gas Utilities, G-1 
Interpretations of Uniform System of Accounts, Gas Utilities, G-2 
Interpretations of Uniform System of Accounts, Water Utilities, W-1 
Interpretations of Uniform System of Accounts, Water Utilities, W-2 .............2.655 
Rules Governing Preservation of Records of Gas Utilities 
Rules Governing Preservation of Records of Water Utilities 
Revised Annual Report form, Gas and Electric Utilities, Coordinated with 
new Uniform Systems of Accounts 
Revised Annual Report Form, Water Utilities, Coordinated with new Uniform 
System of Accounts 
Revised Consolidated Annual Report Form for Gas, Electric and Water Utilities, 
Coordinated with new Accounting Systems 


(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 
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NDUSTRY SAVES MONEY 


ry 1, 104 








ns 


8: 
New 


ON TOWERS... STEEL 
BLE [STACKS AND BOILERS 


1.50 

a 4\\ \( Utilities have standardized jobs over ten years old are still in satis- 
widely on Aluminum Paint for factory condition. On boilers and furnaces, 

6 im towers, switchgear and other it cuts down heat losses, increasing their 

: | xposed equipment. It defers repainting, efficiency. 

50 Jmeutting upkeep costs. Its gleaming bright- To be sure that maintenance men get 

50 finess helps earn added public good will. the correct type of Aluminum Paint 

, i Aluminum Paint provides lasting pro- for each job, send for Aluminum Paint 

‘9 tection for lined stacks; many such paint Manual. It’s free. 

3.00 | We make no Aluminum Paint; only Alcoa Albron Paste and Powder. 

200 | These pure Aluminum pigments are supplied by leading Aluminum 

=e \ Paint manufacturers with their own vehicles suited for different pur- 

4.50 poses. ALUMINUM CoMPANY OF AMERICA, 2134 Gulf Bldg., Pittsburgh, Pa. 

C. 
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CRESCEN 





lL 








NON-METALLIC SHEATHED CABLE 


Step up your business volume and promote adequate 


| 
| 
; 
| 
| 
| 


wiring in farm communities as well as metropolitan 
areas—in homes, farm buildings and commercial 
properties. CRESFLEX gives an all-insulated wiring sys- 
tem that is the most suitable where a low resistance 
water pipe ground is not available. Its low cost, ease 
and speed of installation make it the MOST POPULAR 


R. E. A. WIRING MATERIAL. eiitiiie bias 
DROP_CABLE 
LEAD COVERED 
CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER COVERED 
POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 


CABLE 
WEATHERPROOF 
WIRE 





All types of Building Wire and all kinds of Special Cables 
to meet A.S.T.M., A.R.A., I.P.C.E.A., N.E.M.A., and all Rail- 
road, Government and Utility Companies’ Specifications. 
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HEAVY-DUTY es Om 
HAULING [onal 


“ es | J 


Wil 
, 


—— a 


134-inch Chassis with Cab (95 or 85 hp). Dual wheels, heavy-duty and spare 
tires, auxiliary springs and factory-instailed two-speed axle at extra cost, 





PuT the kind of body you need on this Ford 
hassis and you’ve got a truck that will serve FORD IS THE OUTSTANDING 


ou long and economically. TRUCK VALUE FOR 1940 
That much could be said of last year’s Ford 


ruck — and of all Ford Trucks before it. S RS Se ae, OP 
But the °40 is the best of them all — a rugged, ew a ee ee 
ependable unit with many new features EW SARE ee ee 


lesigned to cut your hauling costs. pina Mita: 
NEW SEALED-BEAM HEADLAMPS 


Now is the ti j 
s the time to put a Ford on your job. = wine 10k ne 


ee if you can’t actually fill more orders in a 
lay’s time. See if this truck won’t stand up 
etter and cost less to operate and maintain 
han some of the heavy, costly types you may 
have used before. 


NEW, MODERN STYLING 
INCREASED ENGINE ACCESSIBILITY 
INCREASED DRIVER COMFORT 
NEW INSTRUMENT PANEL 
Get in touch with your Ford dealer, and Pristine gor aning Bir ye 4 ae 
ask him about an “on-the-job” test —a free truck at any price. See your Ford dealer 


for full data on prices, specifications and 


emonsiration that will give you optional equipment. 
he facts before you invest a cent. 


i Ford Motor Company, Builders of Ford V-8 
and Mercury Cars, Ford Trucks, Commercial 
Cars, Station Wagons and Transit Buses 














Public Utilities Fortnightly February 1, 194i, 








DanC ULin cians nt canas antennas tt acnahn acne Gemeente ee 


From the Early Period \ 
7 of the Ielegraph tothe present 
remarkable development inthe field of Electricity 


KERITE 


has been continuously demonstrating the 
fact that it is the most reliable and 
permanent insulation known 


THE KERITE Wises 32 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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Coupon Today” 


See how Lumbermens gives you 
greater value in Boiler and Ma- 


chinery Insurance 


@ There is a difference between Lumbermens 
Boiler and Machinery coverage and that of- 
fered by other companies. It is a difference 
you have to experience to appreciate. It lies 
in the thoroughness and skill which Lumber- 
mens puts into the frequent inspections it 
gives your equipment. And it has several re- 
sults... 


Since Lumbermens has established a reputa- 
tion for its inspection policy, you may be sure 
you are getting the service of an exceptionally 
experienced engineering corps. These men 
bring to your plant not only a wealth of tech- 
nical knowledge, but a rare ability to aid you 
in preventing future accidents and _ losses. 
Their never-ceasing search for faults and flaws 
has given them an insight into accident causes 
which may prevent a serious loss in your plant. 


And of course this inspection service has 
helped Lumbermens to pay substantial divi- 


“If You Want Splendid Service — 
Plus a Cash Saving—Mail the 





LUMBERMENS MUTUAL 

























dends to policyholders, year after year, ever 
since the company’s organization. It is one 
of the sound basic principles which have 
guided this company to $30,000,000 in assets 
and more than $4,500,000 in net surplus. 


Mail the coupon now and let us tell you, in 
terms of your own problems, what Lumber- 
mens can do for you. 


CASUALTY COMPANY 


James S. Kemper, President 


MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 


Operating in New York as (American) Lumbermens Mutual Casualty Company of Illinois 


Save with Safety in the “World’s Greatest Automobile Mutual’ 





Please send me full in- 
formation about Lum- 


bermens inspection ser- Name .... 
vice and tell me how I 
may save money on my Address .. 


Boiler and Machinery 
Insurance through 
Lumbermens. 


Lumbermens Mutual Casualty Company, Mutual Insurance Bldg., Chicago, Il. 


eee ee ee eee eee eee eee eeeeeeseeeeseeeeee 


eee ee eee eee eee eee e seers eeseeeeeseseseees 


see eee eee eee eee eee 
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Installed in the plant of 


Central Illinois Light Company, Peoria, IIl. 
(Commonwealth & Southern Property) 


! 


~ 


| 


300,000 Ibs. steam per hour, 900 Ibs. pressure, 875° F. Steam Temperature 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
6ST. Louis CINCINNATI HOUSTON CHICAGO’ ST. PAUL. KANSAS CITY Los ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FUERNACH 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTING 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 











HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Boiting the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 
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ROBERT A. BURROWS’ 


NEW 1939 
UTILITY CHART 


ELECTRIC LIGHT AND POWER @ GAS @ TRANSPORTATION | 
WATER @ COMMUNICATIONS @ INVESTMENT COMPANIES | 
ETC. | 

















@ Showing at a glance @ 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL — PUBLIC | 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 


An indispensable reference for @ Public Utility Executives @ Utility Supply | 
Companies @ Banks @ Brokers @ Investment Counselors @ Trust and In- | 
surance Companies @ Public Service Commissions @ Investors @ Or any one | 

interested in any phase of the Public Utility Industry. | 


e e PLEASE NOTE e e 


Chart is printed on 32-lb. high grade paper in ONE COLOR at $2 
per copy, or in NINE DISTINCTIVE COLORS at $3 per copy, postage 
prepaid. Colors used in bar graphs afford an excellent chart for fram- 
ing or desk top reference. 


ee MAILING is desired add 25c for special 3-ply mailing 
t . 


QUANTITIES of ten or more copies, for complimentary distribution, 
at reduced prices, on request. 


® 
Order from 


| 
| 
PUBLIC UTILITIES REPORTS, Ine. | 
Munsey Bldg. Washington, D. Ga 














ary 1, 1% 


IBLIC | 





pply 
d In | 


y one | 
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DIESEL TRACTRACTORS 
by INTERNATIONAL HARVESTER 


A YEAR AGO we announced the big, 
powerful TD-18 TracTracTor, a new 
op for Diesel crawlers. Today Inter- 
ational Harvester presents a rugged 
quartet of streamlined crawlers—TD- 
18, TD-14, TD-9, and TD-6. FOUR 
Diesel TracTracTors for 1940 — big 
ews from the world’s leading tractor 
builder to all operators of crawler 
ractors. 

Here’s the complete line-up for you 
0 look over—the big fellow at the 
right, already a popular favorite in the 
heavy-crawler field; his little brother 
at the far left; and the step-ups in be- 
ween. There’s not an ounce of lazy 
horsepower in any of them! They’re 
ready to tackle their weight in wild- 


cats—each one is ready to lick the 
crawler-power problems in his range! 
In this complete series of TracTrac- 
Tors, INTERNATIONAL offers you 
a new standard of Diesel performance 
and economy—perfectly designed bal- 
anced power in capacities to meet every 
demand of crawler-tractor users. Stand- 
ardize on International and enjoy all 
the advantages only Harvester can pro- 
vide. Get the full story from any Inter- 
national industrial power dealer or 
Company branch, or write us. 
A great variety of specially designed allied 


equipment available for all TracTracTor 
sizes. 


INTERNATIONAL HARVESTER COMPANY 
(Incorporated) 


180 North Michigan Avenue Chicago, Illinois 
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NEW MAP 


of the 


PUBLIC POWER PROGRAM 


Announcing the Publication of 


‘“‘Federal Financing and Location 


Public Power Projects; 1933-1939” 


the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
cance of this important develop- 
ment. 


A simple color scheme and dis. 
tinctive symbols, designating the 
different types of projects, facili- 
tate use of the new map. More than 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Suitable for framing and wall 
use (size 29 in. x 43 in.), the map 
should be ordered now by all those 
interested in the public power pro- 


gram. 


Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
' age prepaid in the United States and Canada. 


P. U. R. Executive Information Service 


1040 Munsey Bldg. 


Washington, D. C. 
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COLLECTION CONTROL 
ACCTS RECEIVABLE 


Closer ri trol 


with this all-around accounting method 


The accuracy and speed of the International Electric Account- 
ing Method are proving ideal for all phases of public utility 
accounting work. By this modern method, entries are made as 
transactions occur. These entries are classified and reclassified 
mechanically, as often as necessary. No additional handling, post- 
ing or writing are required. 


At the close of each accounting period, operating reports are 
prepared automatically. Special reports and analyses are also pro- 
duced from the same media with accuracy and great speed. 


International Electric Accounting Machines will also prepare 
your Payroll, Pay Checks, Statements to Employees, Earnings 
Records, Federal O.A.B. Reports, and State Unemployment 
Compensation Reports. 


There is an International Representative as near as 
your telephone. Call him today. 


INTERNATIONAL MONEY MACHINES CORPORATION 


General Offices Branch Offices in 
590 Madison Avenue, New York, N. Y. Principal Cities of the World 
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Or A Carload Of Oil— You Can Be Sure Of 
The Quality Of CITIES SERVICE PRODUCTS 


THE QUALITY of Cities Service gasolenes and oils is guarded every step 
of the way from the oil well to you. For Cities Service Oil Company is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation . .. production, transportation and refining. The 
finished products, backed by years of refining experience, reach you 
through 16,000 reliable outlets. The Cities Service emblem is your 
guarantee of dependable products and efficient, courteous service. 


| 
Whether You Buy A Tankful Of Gasolene 





CITIES SERVICE |f@29) Serves A Nation! | 
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HOOSIER ENGINEERING COMPANY 


46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Sommenine Company, Lid. 


—fERECTORS OF TRANSMISSION LINES 
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PROFESSIONAL DIRECTORY 


© These pages are reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. « « < « « 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS « WALUATIONS « REPORTS 


PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO - MILWAUKEE - NEW YORK - WASHINGTON - And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 











orwon DOC, Bacon « DAViS, nc. x02 cum 


CONSTRUCTION Pre 
OPERATING COSTS myneees INTANGIBLES 
VALUATIONS AND REPORTS 


CHICAGO PHILADELPHIA NEW YORK LOS ANGELES WASHINGTON 








LIVINGSTON, MecDOWELL & CO. 


Usility CERTIFIED PUBLIC ACCOUNTANTS 
Consultants ae 
AMERICAN INSTITUTE OF ACCOUNTANTS 
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
1518 WALNUT ST. PHILADELPHIA, PA, 
D. M. LIVINGSTON, C. P. A. ( PA.) 
FORMER MEMBER: C. WHITFORD MCDOWELL, C, P. A. (PA.) (MD.) 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 














J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 
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SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO 


NEW YORK 


SAN FRANCISCO 








STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS + EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ¢ NEW YORK e CHICAGO e PITTSBURGH ¢« SAN FRANCISCO e¢ LOS ANGELES 











BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reperts 
in connection with 
rate inquiries, depreciation,. fixed capital 
reclassification, original cost, security issues. 








CHENEY AND FOSTER 


Engineers and Utility Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 














Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 soutH MICHIGAN AVENUE, CHICAGO 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Company of America .... 
American Appraisal Company 
American Gas Association 





Asplundh Tree Expert Company 


B 


Babcock & Wilcox Company, The ... 
Barber Gas Burner Company, The ... 
Black & Veatch, Consulting Engineers 
Burroughs Adding Machine Company 


Cc 


Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer 
Cheney and Foster, Engineers 
Chevrolet Motor Division of General 





Sales Corp. 
*Chicago Wheel & Mfg. Co. 





Cities Service Petroleum Products ..... 
Cleveland Trencher Company, The ... 
*Combustion Engineering Company, Inc. 
*Corcoran-Brown Lamp Division 

Crescent Insulated Wire & Cable Co., Inc. 


D 


Davey Tree Expert Company 
Day & Zimmermann, Inc., Engineers ..... 
*Dillon, W. C. & Co., Inc. 





Dodge Division of Chrysler Corp. ................::..:-000++ 


E 


Electric Storage Battery Company, The . 
Electrical Testing Laboratories 
Elliott Company 





Elliott Addressing Machine Co., The .................... 


F 


Fletcher Manufacturing Company 
Ford, Bacon & Davis, Inc., Engineers ........ 
Ford Motor Company 





G 


General Electric Company 
Grinnell Company, Inc. 





H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 


I 


Internationa! Business Machine Corporation .... 
International Harvester Company, Inc. ................ 51 


*Fortnightly advertisers not in this issue. 


J 
Jackson & Moreland, Engineers 
Jensen, Brown & Farrell, Engineers 


Johns-Manville Corporation 
Jones & Laughlin Steel Corp. .... 


K 
Kerite Insulated Wire & Cable Company, 
h 





e 
Kinnear Manufacturing Company, The 


L 


Lincoln National Life ve an Company,, 
Livingston, McDowell & C 

Logan Engineering C 

Lumbermens Sratenl Casualty CO. ...cesecesecc 





M 
*Mall Tool Company 





Manning, J. H. & Company 
Martens & Stormoen 





Merco Nordstrom Valve Company 


N 
National Association of Railroad & Utiliti 


/Om 
National Carbon Company, Ine. ......2........-000 sd 
Nation’s Business 








Neptune Meter Company 





Newport News Shipbuilding & Dry Dock Ce 
pany 





bg 


Pennsylvania Transformer Company .. 
Pittsburgh Equitable Meter Company .. 


R 


Railway & Industrial Engineering Company 
Recording & Statistical Corp. ......-.....-.-...---00 





Remington Rand, Inc. 
Ridge Tool Company, The ........ 
Riley Stoker Corporation 





Robertshaw Thermostat Cm. 
nside Back 


Royal Typewriter Company, ae, <secnnt eae ue 
iS] 

Sanderson & Porter, Engineers ... 

Sangamo Electric Company . . 

Silex Company, The .Inside Front 

Sloan & Cook, Consulting E 

Sprague Meter Company, The 

Stone & Webster Engineering Corpo 
Vv 

Vulcan Soot Blower Corp, .........------<-::-0---e 
w 


Weston, Byron Company 
Wopat, J. W., Consulting Engineer 











tion ... 








STUDY THESE FURTHER 
IMPORTANT FEATURES 


Dial combined with double safety 
hg-type cock, easy to service as 
independent gas cock. 

(See A in illustration) 
ompact. Easily installed. 48 installation 
tions. 
zel keyed to thermostat —rides free of 
hifold panel. 
lew, simplified front calibration, by-pass 
pilot adj Can be checked with 
olute accuracy at room temperature. 
Patented non-clog by-pass key. 

ate and dependable on all 
bes of gas, including Butane-Pro- 
me. (See B in illustration) 
pven valve and thermostat assembly form 
unit removable from front without dis- 
bing fittings. Cannot be replaced incor- 
y- 





ccurate and responsive. Minimum back 
h. Coaxial mechanism eliminates lost 


lion. 


arge gas capacity meets all CP require- 


Patented electric-welded, stain- 
steel, solderless Diastat. Non- ” 
rosive, over one. million in use.) 


(See C in illustration). 


Balanced Beauty Increases Sales Appeal 


Gas cock and dial are combined in one unit, operated 
by one motion. Gas can’t be turned on without setting 
thermostat, nor turned off without bringing it back to 
off-position. Every oven cooking operation must be 
done with controlled heat. The automatic advantages 
of the modern gas oven are automatically extended. 

The dial is mounted directly on the range manifold, 
in line with the gas cocks. The front is thus symmet- 
rical, more beautiful. 

For the manufacturer this model cuts down assembly 
time and breakage. For dealers it adds further sales 
power to a nationally preferred control. 

For the service department it saves time 
and money by expediting adjustments. 
This sales manual tells how to make MORE 
INCOME FROM GAS RANGES. Crowded 
with effective sales suggestions; 1939's most 


widely distributed range sales manual. Help 
your salesmen build business; write tor a copy. 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 
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“MAKING FRIENDS 


WHEN the gates were Closed at 
the New York World's Fair last 
fall, a total’of eight million people 
had visited the General Electric ex- 
hibit. We like to’ believe that these 
people went back to theit homes with 
a more complete understanding of 
the problems that face the electrical 
industry. 


And because, as the old saying 
goes, ‘‘a man is down on what he’s 
not up on,’ we believe that. it’s 
logical to conclude that these eight 
million people feel. more friendly 
toward the industry. 


For example, your domestic cus- 
tomer, Mr. Smith, saw man-made 


lightning flash:and heard it crac 
Now, «when his lights dim moma 
tarily during an electric: storm, } 
knows that there are men behind th 
scenes who have studied this outla 
of nature and know how to o 
with it. 





One of the purposes of all Gene 


Electric exhibits, including the a 
merous House of Magic units, is 
guide the people of this countty t0 
better understanding. of the who 
electrical industry, and through t 
method, to gain.their friendship a! 
good will. We feel that. work of th 
kind is profitable to you as well 
to us. 





GENERAL @ ELECTR’ C 


